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Freedom, Peace and Unity 


THE AIMS OF GERMAN FOREIGN POLICY 
By KONRAD ADENAUER, Chancellor of the Federal Republic of Germany 
Delivered to the United States Senate, Washington, D. C., May 28, 1957 


English translatioin from German. 


grateful for the opportunity you have accorded me 

to speak before you. This opportunity is an honor 
for me and my country. I wish to use it to outline in a few 
words the general direction of our foreign policy. 

I hope, in this way, to contribute to a clear understanding 
which is the basis of genuine trust. At the same time I hope 
to make clear how deeply related are the basic principles 
characterizing American policy and German policy. 

The first principle, the guiding motive of our policy is 
freedom. There may be differences of opinion on the methods 
by which freedom may best be assured and preserved. Al- 
though the Government led by me may consider dangerous 
some of the foreign policy solutions advocated by other 
political parties and groups—there is no difference of opinion 
among Germans in the sincere desire for freedom. Since 
the Bundestag elections of 1949, it has been clearly demon- 
strated where the Federal Republic of Germany stands in 
the great worldwide conflict between freedom and slavery. 
This is the deeper meaning of the decision taken at the polls 
by the German people in 1949. 

When the German people regained their statehood and 
once more were able to exercise their own free will, the 
world was split into two camps and the border separating the 
free world from the Communist orbit ran through the heart 
of our country dividing our people. It separated ancient Ger- 
man territory from us, land from which currents of creative 
spiritual life have enriched our western civilization. The 
German people did not hesitate to make an unequivocal 
decision. Since the elections of 1953 there has not been a 
single Communist in our freely elected parliament. Two 
grievous experiences influenced the choice of the German 
people: the experience with a totalitarian dictatorship im- 
posed on us during the National Socialist regime and the 


M- PRESIDENT, Members of the Senate, I am very 


daily contact with the reality of communism in the form of 
a Communist dictatorship in the Soviet Zone of Germany. 
But the German people have expressed their will for freedom 
not only by the rejection of totalitarianism but by the positive 
decision to form as close an alliance as possible with the other 
free peoples of the world. There is no more emphatic mani- 
festation of this will than the policy of European integration 
consistently endorsed by the great majority of the German 
people and their elected representatives—a policy which the 
Federal Republic has pursued since its inception. 

The Federal Republic has participated in all the European 
Organizations set up im recent years: the Council of Europe, 
OEEC, and the Coal and Steel Community. These integrated 
communities, the Coal and Steel Community and the com- 
munities of the Common Market and of Euratom, which we 
hope will soon come to life, are particularly characteristic 
because in these organs the Federal Republic renounces part 
of its national sovereignty in the interest of larger European 
communities It reflects great credit on the foresighted ones 
among the drafters of our Constitution that we can state 
today that our basic law already contained a provision per- 
mitting the transfer of sovereignty by simple majority vote 
in Parliament. That was a great decision. It meant no less than 
a repudiation of the idea, no longer valid in a disintegrating 
world of European polities, that the sovereign national state 
is the ultimate and highest entity of political organization— 
an idea which has cost Europe so much blood and treasure. 
We are glad that the idea of a larger European patriotism 
has formed roots, particularly among our young people. 
Through the medium of these European organizations our 
alliance with the free world has become truly unbreakable. 

Our second goal is peace. The horrible experiences of the 
recent World War have left their marks on the German 
people. The millions of dead, the horrors of total war in 
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NGO DINH DIEM 


which the hinterland is no longer left untouched, the terrible 
destruction of our cities, the ruin of our economy, the collapse 
of the administrative structure—all this is still alive in the 
minds of the German people. But since peace—according to 
the famous dictum of the German philosopher Immanuel 
Kant—is not a natural condition among the peoples but the 
result of a conscious effort of man, our policy has seized on 
ali possibilities open to it to secure peace. With the creation 
of the United Nations mankind took a tremendous stride 
forward toward securing peace and justice in the world. This 
objective has not been attained as yet, because the Soviets 
have paralyzed the security mechanism of the United Nations 
by innumerable vetoes. As a result, an effort had to be made 
to bring about this security by the establishment of organiza- 
tions parallel and supplementing the United Nations. The 
Charter of the United Nations, in wise foresight, has shown 
a path toward this end by confirming the right of individual 
and collective self-defense. This path logically led to the 
foundation of the Atlantic Community. The Atlantic Com- 
munity is an instrument of peace because it is designed to 
deter any aggressor. It achieves this aim by coordinating and 
developing the armed strength of the free West in such a 
way that any aggression becomes too big a risk for the ag- 
gressor. This consideration has caused the Federal Republic 
to become a member of the Atlantic Community. Militaristic 
tendencies are far removed from our purpose and aggressive 
intentions even more so. Since we consider all our endeavors 
in the military sphere solely as defense efforts, we follow all 
the discussions on measures to bring about controlled disarma- 
ment with lively and positive interest. If these efforts are 
combined with elimination of the causes of tension in the 
world they must, in the end, bring to the world the blessing 
it so ardently desires: the safeguarding of peace. 

The third basic principle of our policy is unity. You know 
of the heavy and oppressive burden weighing upon us because 
many millions of Germans are forced, against all justice and 
moral principles, to live separated from us and under Com- 
munist terror. In order to understand this fully, one must 
realize that what is at stake here is not merely a border prob- 
lem which can be discussed and settled among neighbors. 
We are faced here primarily with a human problem—the 
arbitrary manner in which a people is torn apart—parents 
separated from their children, unable to see them except 
under extreme difficulty and danger. Millions of people are 
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forced to live under a regime of lawlessness, arbitrary rule, 
and slavery. 

The German Republic will be incomplete as long as it is 
confined to the territory of the Federal Republic. Let us recall 
the circumstances under which the Federal Republic was 
founded. After the moral and material collapse into which the 
National Socialist regime led us, the victorious nations as 
sumed supreme power in Germany. The three western occu- 
pation powers, faithful to the responsibility which they 
shouldered at the same time, and to their principles which 
were also the principles of the United Nations, proceeded 
to rebuild a German state on a democratic basis. The Soviet 
Union, on the other hand, misused its trusteeship and sub 
jugated the Soviet occupied zone to a subservient, satellite 
regime of Communists—a regime which had the backing of 
only an infinitesimal percentage of the population as was 
demonstrated during the popular uprising of June 17, 1953. 
Thus it happened that the Soviet zone did not participate in 
the development which gradually transformed Germany from 
an Object of foreign rule into a responsible subject in the 
community of nations governing itself in accordance with 
democratic principles. 

Therefore, we demand reunion with 17 million fellow 
Germans—people who are as German as we are and as free- 
dom-loving as we are, and who are no less entitled than 
we are to determine their own political destiny; we demand 
from the fourth of the victorious powers only that which 
the other three in loyal fulfillment of the responsibility as- 
sumed by them when the German state collapsed, have long 
since conceded of their own free will. Thus, our demand is 
basically a democratic one, for the essence of democracy is 
to grant to a people regarding themselves as an entity that 
form of government which will permit them to live as a 
responsible member of the international community; and it 
is at the same time a requirement of any general policy aiming 
at the preservation of peace; for only the establishment of 
an all-German government would permit the conclusion of 
a peace treaty. This would endow Europe with that just and 
enduring political order which today—12 years after the war 
—-is still denied to it. 

Political action is the art of bringing to life those concepts 
which have been recognized as the ethical foundation of 
justice. Freedom, peace, unity—these are the aims of our 
policy, a policy designed to give effect to the great ideals 
that determine the progress of humanity. 


The Birth of Asian Independence 


THE BASIS OF OUR CONSTITUTION 
By NGO DINH DIEM, President of the Republic of Viet-Nam 


Delivered before a joint meeting of the Congress of the.United States, Washington, D. C., May 9, 1957 


R. PRESIDENT. Mr. Speaker. Distinguished Mem- 
bers of the Congress of the United States. 
It is a rare privilege for me to have this opportunity 
to address you today. 

To address you in the Halls of this Congress—where there 
has been forged the destiny of one of the great countries of 
the World. 

I am proud to bring to the distinguished Representatives 
of the Noble Republic of the United States—the fraternal 
best wishes of the Vietnamese people. I bring as well the 
expression of their profound gratitude for the moral and 


material aid given by the people of the United States. My 
people appreciate both its great import and its profound 
significance. 

Since the end of the last war, when Asia broke her chains, 
the conscience of the world has at last awakened to a pro- 
found and inevitable development—the birth of Asian inde- 
pendence. This realization has brought about a condemnation 
in the most concrete terms of the old system of exploitation 
which governed, in the past, the relations berween East and 
West. In its place firm efforts are being made to establish 
a new formula of international cooperation, more adapted to 
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the real needs of the world and to the new Asian philosophy. 
Ir is the battle for independence—the growing awareness of 
the colonial peoples that the origin of their poverty has been 
the systematic withholding of technical development—coupled 
with che growing nationalist and social sentiment—that have 
combined to bring about a profound transformation in the 
Asian state of mind and given to its masses an irresistible 
dynamism. 

The Asian people——long humiliated in their national 
aspirations—their human dignity injured—are no longer, as 
in the past, resigned and passive. They are impatient. They 
ire eager to reduce their immense technical backwardness. 
They clamor for a rapid and immediate economic develop- 
rnent—the only sound base for democratic political inde- 
pendence. 

The leaders of Asia,—whatever their ideologies—are all 
faced with the tragic urgency of the economic and social 
problems of their countries. Under the strong pressure of 
their peoples, they are compelled to adopt economic planning. 
Such planning is bound to cause serious political repercussions. 
It is for this reason that the main theme of domestic political 
debates in Asian countries centers around—the extent of 
planning needed—the indispensable method required to bring 
urgent practical results. Should everything be planned or— 
should planning be restricted to essential sectors? Should 
democratic or should ruthless totalitarian methods be adopted? 

It is in this debate—unfortunately influenced in many 
countries by the false but seductive promises of fascism and 
communism—that the efforts being made to safeguard liberal 
democracy through aid given by the industrial countries of 
the West—play a vital role. For the honor of humanity, the 
United States has made the most important contribution to 
this end. 

These, gentlemen of the Congress, in outline and general 
summary,—are some of the problems facing the countries of 
Asia. These are the goals to be realized and the methods 
proposed. These are also the internal pressures and tempta- 
tions facing Asian leaders. 

In the great Asian land mass—Viet-Nam finds itself in 
the most sensitive area. Although Viet-Nam faces the same 
general problems of other Asian countries,—because of her 
sensitive geopolitical position her problems are greatly in- 
iensified. 

Placed at one of the strategic points of access for the 
important raw materials of South East Asia—the possession 
of which is decisive in the world—held back in her develop- 
ment by one hundred years of foreign domination—exhausted 
by fifteen years of war and destruction—the northern half 
of her territory given to the Communists—Free Viet-Nam 
is in a more menaced and critical position than other Asian 
countries. 

At great human sacrifice and thanks to the aid given by 
the generous American people—Free Viet-Nam has succeeded, 
in record time, to overcome the chaos brought about by 
war and the Geneva accords. The national rehabilitation and 
stability which have been achieved—have permitted the 
integration of over 860,000 refugees into the economy of the 

other eleven million people in Free Viet-Nam—and have 
permitted the adoption of important economic and political 
reforms. 

Nevertheless, at the time all Asia is passing from one 
civilization to another,—at the moment when all the im- 
portant problems come up at once to the leaders and seem 
to call for immediate solution—at a time when all must be 
done in a climate of increasing revolutionary tension—it has 
become necessary for Viet-Nam—more than for other coun- 
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tries—to adopt a certain number of principles—guide lines 
for action—not only to protect her from the totalitarian 
temptations but—above all to assist her to attain independence 
instead of anarchy—to safeguard peace without sacrificing 
independence—to attain economic progress without sacrificing 
essential human liberties. 

It was for these reasons,—basing myself on fundamental 
sources of Asiatic culrure—and within our own Vietnamese 
democratic tradition—that I had the honor to define this 
doctrine in the message of the 17th of April, 1956, delivered 
to the National Constituent Assembly of Viet-Nam. I take 
the liberty of citing from it the most significant passages— 
for they constitute the basis of our Constitution. 

I quote,—“In the face of the massive forces of material 
and political oppression which constantly menace us, we feel, 
more than other people—the essential need to base our political 
life on a solid foundation and—trigorously to hasten the 
successive steps of our actions along lines which, without 
hesitation, will bring about the largest measure of democratic 
progress. 

“This can only be spiritualist—that line followed by human 
beings in their intimate reality as in their community life—in 
their vocation as in the free pursuit of intellectual, moral 
and spiritual perfection. 

“We affirm, therefore, our faith in the absolute value of 
the human being-——whose dignity antedates society and whose 
destiny is greater than time. 

“We affirm that the sole legitimate object of the State is 
to protect the fundamental rights of human beings to ex- 
istence—io the free development of their intellectual, moral 
and spiritual life. 

“We affirm that democracy is neither material happiness 
nor the supremacy of numbers. Democracy is essentially a 
permanent effort to find the right political means in order to 
assure to all citizens the right of free development and of 
maximum initiative, responsibility and spiritual life.” Unquote. 

We are convinced that with these guiding principles as 
the central theme for the development of our political in- 
stitutions, Viet-Nam will be able to make its political and 
economic regime—not a closed one—but an open system,— 
broader with each passing day—until it reaches the broad 
dimensions of man. 

Mr. President. Mr. Speaker. Gentlemen of the Congress. 

The Republic of Viet-Nam, the youngest Republic in Asia, 
soon will be two years old. Our Republic was born among 
great suffering —She is courageously facing up to economic 
competition with the Communists, despite heavy and difficult 
conditions——which become daily more complex. Viet-Nam 
nevertheless has good reason for confidence and hope. Her 
people are intelligent—have imagination and courage. They 
also draw strength from the moral and material aid they 
receive from the Free World—particularly that given by the 
American people. 

In the face of increased international tension and Com- 
munist pressure in South East Asia—I could not repeat too 
often how much the Vietnamese people are grateful for 
American aid and—how much they are conscious of its 
importance, profound significance and amount. 

In actual fact, at any other moment of history—the con- 
flicts between peoples have never been posed in such immedi- 
ate terms of civilization as they are today.—It is by having 
made timely contributions in sufficient quantities for the 
rehabilitation of our economic and technical life—which per- 
mitted a higher standard of living—that the Free World— 
under the leadership of the United States—is assuring the 
success of the new system of international cooperation. This 
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action has contributed to the defense of Southeast Asia and 
prevented the raw materials of this area from falling into 
Communist hands. 

Although our economy has suffered greatly from war, 
destruction and colonialism—the people of Viet-Nam are 
now increasing their contribution to their country. A few 
months ago the National Assembly voted new and higher 
taxes to bring in needed revenues for the national budget. 
A national conscription ordinance was recently promulgated— 
and a comprehensive declaration of policy was issued two 
months ago for the purpose of encouraging foreign private 
investment. 

It is on this high moral plane that we pay tribute to the 
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generous and unselfish assistance we h-ve received from the 
people of the United States. It is on the same plane that the 
interests of Viet-Nam are identical with the interests of the 
people of the Free World. It is on this plane that your . id 
our fight is one and the same. We too will continue to fight 
Communism. 

It is in this conviction and in the ardent and always present 
remembrance of the strong sympathetic comprehension with 
which the American people and Government have followed 
our efforts—that I close, in thanking you once again, Mr. 
President, Mr. Speaker and Gentlemen of the Congress—for 
the honor you have bestowed on me and for your kind 
attention. 


Meb Violence Brings Dishonor 


AN ENLIGHTENED CITIZENRY IS THE FOUNDATION OF A NATION 
By CHIANG KAI-SHEK, President of the Republic of China 
Broadcast to the Nation, Taipei, Taiwan, June 1, 1957 


English translation from Chinese. 


Y FELLOW-COUNTRYMEN: The unfortunate in- 
cident that occurred at the U. S. Embassy in Taipei 
on May 24 was one of the most shocking and 

most regrettable things to have happened to our country 
during the 50 years of my participation in China’s national 
revolution. For the moment I choose not to dwell on its 
effect on our struggle against Communism and Russian 
imperialism, or its harm to our effort in restoring authority 
and delivering our people on the mainland from tyranny or 
its damage to the century-old Chinese-American friendship. 
What grieves me the most is that the incident has left on our 
national prestige and dignity a stigma not easily removed. 

In the first place, I cannot but admit that my leadership 
has been et fault. With a heavy heart I wish to point out 
to my countrymen that we should all realize the seriousness 
of the incident. We must take it both as a lesson and as a 
cause for remorse. Only thus can. we hope to be able to repair 
the damage done to our national honor. 

I can well understand why the masses felt indignant at 
the American court-martial’s verdict in the Reynolds case. 
But they should never have resorted to violence. All those 
who have received basic citizenship education should have 
a proper respect for law and order. No citizens of a modern 
and civilized nation should have sacked the Embassy of a 
foreign power and torn the flag representing that power, 
because such acts of violence are serious offenses before the 
law of our land. What happened on May 24 brought dishonor 
to the nation in its relations with the outside world. 

At his inauguration as the Provisional President of the 
Republic of China on New Year's Day, 1912, Dr. Sun Yat-sen 
declared in a statement: “Following the establishment of our 
Government, we should fulfill the obligations as expected of 
any civilized nation before we can qualify for the rights and 
privileges of such a nation. We must do away with all mis- 
deeds which have brought disgrace to our nation during the 
Manchu dynasty and correct all anti-foreign feelings. We 
must uphold peace and promote friendship with other coun- 
tries, so that China can once again take her rightful place 
in the community of nations.” This was the national policy 
which the founder of China had proclaimed for our guidance. 

Ever since the Northward Expedition which brought about 
Our national unification, our Government has consistently 





adhered to this policy. Let us review the recent unfortunate 
incident on the basis of this policy. 

Dr. Sun’s purpose in leading our people in the national 
revolution was to remove the shame which had befallen our 
country as a result of the ignorant policy and acts of violence 
of the Manchu dynasty. The humiliating Protocol of 1901 
was the aftermath of the Boxer Uprising, during which 
frenzied mobs attacked foreign legations, and inflicted physical 
injuries on foreign diplomats and foreign nationals. The 
uprising not only greatly impaired our sovereignty but also 
brought upon our nation such infamy that for many years 
China was looked upon as a barbarian country. 


REDS INCITE MOB VIOLENCE TO ISOLATE CHINA 


In plotting against their own country, the Chinese Com- 
munists have all along tried to conceal the brutality of inter- 
national Communism behind national sentiments. It has 
been their practice to stir up mob violence to destroy friendly 
relations between China and the various foreign powers. 
Their purpose is to isolate our nation and to pave the way 
for the enslavement of our people by the Russian imperialists. 
This Communist tactic has been applied not only to China 
but also to other countries. This is the lesson taught us by 
modern history. Let us all take it to heart. 

I will now cite for your reference three historical instances 
that I have personally experienced. The first of them happened 
in 1924. In his first speech at the Whampoa Military Acad- 
emy, Michael Borodin, representative of Soviet Russia, told 
the cadets that Chinese mobs, in storming foreign legations 
and kiliing foreign diplomats during the Boxer Uprising, 
became the “forerunners of China’s national revolution.” Now 
he must have known that as a result of that uprising the 
Chinese people came to be branded as barbarians. China’s 
international position sank to a new depth overnight and the 
Chinese people were subjected to prolonged derogation after 
the Protocol of 1901. Yet Borodin openly lauded the Boxer 
Uprising. It is no accident that today the Chinese Communists 
are publishing books on the uprising, unashamedly confessing 
that they are the successors to the Boxers. 

The second instance occurred in 1926 when I was leading 
our armed forces in the Northward Expedition. In public 
proclamations as well as in orders to the troops, I called on 
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all those concerned to do their utmost to protect all foreign 
government organs as well as foreign lives and property. I 
was terribly shocked when Lin Tsu-han, a Communist, in- 
stigated some units of the Sixth Army to attack British and 
American consulates, to tear up foreign flags, to sack mis- 
sionary schools, and to harm foreign nationals in Nanking. 
This happened shortly after our troops had entered the city 
and before they had had time to re-establish law and order 
in general. This was known as the Nanking Incident. The 
Communists’ intention was to provoke a clash between the 
National Government and the foreign powers concerned. 
Fortunately, this plot on the part of the international Com- 
munists was discovered in time and an amicable settlement 
was found before the incident assumed more serious propor- 
tions 

The third instance, known as the Anping Incident, took 
place in 1946. After the American troops had helped us accept 
the surrender of Japanese forces in north China, Chinese 
Communists fired on American troops at Anping along the 
Peiping-Liaoning tailway. Their purpose was to force the 
American troops to leave and also to sabotage Chinese-Ameri- 
can cooperation. Soon afterwards the situation in north China 
began to worsen. The Chinese Communists finally succeeded 
n isolating not only China but also Asia, thereby precipitat- 
ing a greater crisis in the Pacific. These are all unforgettable 


facts 


NATION Must STAND ON SAME SIDE WITH U. S. 


As a result of the concerted efforts of our armed forces and 
civilians during the past seven years, our fight against Com- 
munism and Russian imperialism, as carried on from our 
base on Taiwan, has become inseparably interwoven with 
the fate of Asia and the security of the Pacific region as a 
whole. Whether the Kussian imperialists will be able to 
dominate the whole of Asia will depend on how successfully 
we defend this strong anti-Communist bastion of ours. In 
other words, it will be decided by whether they can dispose 
of the so-called Taiwan problem on their own terms. Other- 
wise the Communist Iron Curtain will sooner or later be 
destroyed by the crusading flames of China's national revolu- 
tion. In that event, not only our own people on the mainland 
wi'' be delivered from Communist tyranny but the people 
in other parts of Asia will also once again see the light of 
dawn. This is the last and only problem which still con- 
fronts the Russian imperialists in their scheme of aggression 
in Asia. Today, they are directing their Chinese puppets to 
sow seeds of suspicion by treacherous propaganda, by threats 
is well as by cajolery, with this very objective in view, namely, 
the disposal of this problem. If this scheme of the Russian 
imperialists should become successful, then not only our 
people on the mainland will remain indefinitely in the clutches 
of the devil, but our very safety here will be seriously 
threatened. 

Today, the world is divided between the aggressors and 
the anti-aggressors. In our struggle against Communism, 
there can be no compromise between the patriots and the 
traitors. We must know what is right and what is wrong. We 
must distinguish friends from foes. Mao Tse-tung and his 
gang are approaching their collapse, and our opportunity of 
restoring national authority on the mainland is not far off. 
The only hope of the Chinese Communists to save themselves 
is to open a new battlefield for psychological warfare right 
here in the center of our fortress by instigating mob violence 
and propagating anti-American movements. If our people 
should lose sight of the enemy's scheme, feel incensed over a 
court case, forget the goal of our national endeavors, mistake 
friends for foes, and even go so far as to ignore our own 
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national interests, I refuse to believe that this could possibly 
have been the real intention of our patriotic citizens. Today 
I must make it clear again to our people that in carrying out 
our national policy against Communism and Russian im- 
perialism, we must stand on the same side with the United 
States which is the leader of the democratic nations, and that 
we Cannot permit any opposition to this policy from within 
Or without. 

Our people must also understand that the United States 
not only is on our side now but has had a long history of 
friendship with us. She is the only one among the foreign 
powers who has never conceived any aggressive designs on 
our territory. In fact, both before and after the Protocol of 
1901, she forestalled all attempts at China’s dismemberment. 
This is something we should never forget. But even among 
friends unpleasant things could happen. The proper attitude 
to take then is one of mutual ulead We hope our 
friends will understand us, but it is for us first to understand 
them. Our conduct in human relations should be guided by 
the Confucian principles of loyalty and reciprocity which ex- 
hort us “to do the utmost within us” and “to extend from our- 
selves to others.” If we should let our emotions of the moment 
run away without restraint, then regardless of the motive, how- 
ever patriotic it may be, and regardless of the justification, the 
result is the same in that it will harm our national cause, and 
inadvertently condemn our people on the mainland to con- 
tinued sufferings. 


STRESSES NEED OF ENLIGHTENED CITIZENRY 


In the recent unfortunate incident, those whose duty it 
was to maintain law and order in Taipei failed to adopt proper 
precautionary measures at the outset. In the course of the 
incident, they failed to take resolute steps to cope with the 
steadily worsening situation. They were still indecisive as to 
what to do even after a peaceful demonstration had turned 
into a mob violence. As a result, the disturbances got out of 
control. This was most deplorable indeed. The Government 
has ordered the dismissal of the security chiefs held strictly 
accountable for carrying out our national policy, protecting 
the lives and property of both our own people and of foreign 
nationals, and maintaining law and order in any circumstances. 
No failings shall be condoned. Those arrested on the scene 
of riots shall be dealt with in accordance with law. 

After this incident, both the Government and the people 
should take the painful lesson to heart. Especially in the field 
of education attention should be paid to the matter of incul- 
cating in the minds of the people at large knowledge of world 
affairs and concepts of modern citizenship. Relevant material 
should be added in textbooks on civics for use in all schools. 
We should understand that modern nations are made of 
people with modern knowledge and training, and that an 
enlightened citizenry is the foundation of a nation. 

My fellow-countrymen: At this crucial moment when our 
national interests and honor are at stake, I earnestly hope that 
all teachers and parents will tell their students and children 
that they must learn to behave like citizens of a modern 
nation. Henceforth, there should be a spirit of respect and 
friendliness not only toward American nationals but toward 
all other foreign nationals who reside in our country. Only 
thus can the Republic of China fulfill its duties and at the 
same time enjoy the rights and privileges of a civilized 
nation. This is how we must maintain our national standing 
and promote international cooperation and mutual help. 
Only thus can our nation look forward to a brighter future 
and can our 60 years of national revolution be expected to 
bear fruit. Only thus can we ensure success in our fight against 
Communism and Russian imperialism. 
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THESE ARE TWO SIDES OF THE SAME SINGLE COIN 
By MRS. EDITH S. SAMPSON, Aftorney and former Member of the United States Delegation to the United Nations 


Delivered before the Regional Conference of the Links, Kansas City, Missouri, April 12, 1957 


torney for the defense, “are not the proper forums for 

spreading doubts, the miscellaneous audience wants to 
listen to a man”—and, I suppose, also to a woman—“who 
knows. How he knows is of no concern to them. Such an 
audience wishes to be told, and especially wants to be told 
what it already believes.” 

Most people know Clarence Darrow because of his brilliant 
defense in the Leopold trial. He was a smart man, Clarence 
Darrow, great enough, wise enough that the Adult Education 
Council in Chicago is now preparing to celebrate the hun- 
dredth anniversary of his birth. He was also, as it happens, 
one of the nation’s greatest public speakers. Undoubtedly, 
then, he knew what he was talking about when he made this 
observation about what it is, the audience wants. 

Yet, I am going to disregard his counsel. 

I'm going to risk saying some things, that many of you 
may very well not believe at all. I'm going to take the risk 
because I think these things are tremendously important, and 
because I believe them with, a passionate sincerity. 

It would be easy to use the privilege granted me tonight 
of being the first speaker at this regional meeting to deliver a 
stock speech of self-pity. 

I could picture the past and the present of our grave 
oppression. I could deliver tirades against those who have 
mocked and scorned us, those who have beaten and burned in 
the blind fight, to deny us our heritage of liberty. I could 
blast the Eastlands and the Byrnes and all the bigoted others 
who would put us in shackles again, repealing the Proclama- 
tion of Our Emancipation. And then I could, in a ringing 
concluding paragraph, warn all our enemies that the truth of 
our freedom is indeed marching on and will not be denied. 

This, I say, I could do easily. For I know all of the usual 
phrases, and I know the realities of which they are born. 

Remember, I too, am one of the despised. 

Through circumstances I did not control and for which 
I cannot take credit, I have twice been privileged to serve 
with the United States Delegation to the United Nations. I 
have also known what it means to have a white sneer and 
refuse to shake my hand, and to be denied membership in a 
bar association. 

I have been privileged to travel much of the world and 
to meet many people of high rank. I have also known what 
it means to be refused in my own country a seat on the first 
floor of a theater. 

I have been called “Madame” respectfully in Iran and India, 
and I have also been called unspeakable names in scores of 
Cities in my native land. 

So if I do not now dwell upon the many injustices done 
to us, it’s not for amy want of knowing them. 

Rather, it’s that I'm afraid that we, like so many other 
minorities, are in danger from ourselves. Ourselves, not those 
around us. 

We're in danger of defensively huddling close together, 
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commiserating with each other, assuring each other that 
we're badly abused. 

We're in even greater danger of forgetting that the goals 
for which we've been striving can be attained only at a price. 
A stiff price. 

We have for many years now, been carrying into battle a 
banner, that shouted one stirring phrase—"“Equal Oppor- 
tunity”. It’s a good rallying cry, and God knows it’s a necessary 
one. 

But it’s time, and past time, that we began to realize that 
that’s only one half, the story. The other half is in another 
phrase, equally stirring but even more challenging—“Equal 
Responsibility”. 

These are the two sides of the same single coin. They have 
to go together. We don’t deserve equal opportunity, unless 
we're willing to pay the price of equal responsibility to get it. 

That’s why I’m. convinced we—you and I—have to begin 
asking ourselves the really hard question: What am I doing, 
me personally, to earn the recognition of the human dignity 
to which I've so long laid claim. 

You know that over the years the authors of a thousand 
books or more and ten thousand stories in magazines have 
written, to fabricate a stereotype of us. In their writings we're 
the Uncle Toms, the Handkerchief Heads, only a single step 
removed from the slave shanties of a romantic South, that 
never was. 

There are some, it’s true, who've libeled us as vicious 
criminals, immoral, unprincipled. But there are more who 
have libeled us as a carefree lot, natural comedians, childishly 
simple. And always in those distortions, there is one charac- 
teristic we are supposed to have in abundance: We are, these 
authors say, irresponsible. 

Irresponsible. 

I know of only one way, really to nail the vicious lie, 
which is all the more vicious for pretending to be kindly. 
That’s to prove by our actions that we are capable of 
responsibility, high responsibility. 

I know that I don’t always do it. I'm afraid there is none of 
us who does it as well and as consistently as we should. But 
I’m everlastingly sure that we ought to try. 

We came to the top of a high peak in this nation on May 
17, 1954. We had mounted a smaller one before, when the 
Supreme Court had said that the judicial arm of the states 
could no longer be used to enforce racial covenants. But we 
were at a much loftier height than that in 1954 when the 
Supreme Court read the death sentence on segregation in the 
schools. 

Here at last, was the end to legal protection for the grim 
inequalities in educational opportunity. Here was an end 
to the tragic farce of the self-contradicting “separate but 
equal” doctrine. 

Now finally, we told ourselves, our children would be given 
a fair chance to get the education they must have, if ever 
they're to develop their full potential. Now the doors, so 
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long locked in our faces, would be opened at least to the 
generations to come after us. 

We told ourselves more: we told ourselves the fall of 
egregation in the schools foreshadowed a cracking of the old 
barrier everywhere. And we were right. There are still segre- 
gated golf courses in southern parks, but they no longer have 
the sanction of law upon them. There are still segregated 
buses moving over the streets of southern towns, but they've 
lost all their claim to legality. 

Once these things had happened, though, some among us 
went one step further in the messages of congratulations we 
were exchanging. Now that the court has spoken, mot just 
once, but several times, they said, it’s all up to the white man. 
It's all up to the white man now. 

I don’t believe it. 

I think we are in the gravest peril of our lives if we act 
on it. 

It's obvious that much of the job must be done by the 
whites, just as it’s obvious some are Hell bent on not doing it. 

It’s for them to open the universities to the Autherine Lucys 
and to give them protection. 

It's for the white men, because they dominate school 
boards everywhere, to move with deliberate speed to close 
out segregation in the high schools and the grade schools. 

[t's for the white men, because they control the city councils 
everywhere, to rewrite the shameful, ourmoded laws of the 
color line. 

It's for the white men, because they dominate the legisla- 
tures, state and federal, to outlaw discrimination in hiring 
and to make civil rights something more than a mockery. 

But, dare we say that it’s all up to them? Dare we sit back, 
arms folded, and say that our job is over with, completed? 
We risk catastrophe if we do it. 

Let's here among ourselves be honest enough to admit that 
some of us have profited by segregation. 

We've been confined and limited by the walls of the 
ghettoes built around us. But we've also been defended by 
them. Among our own, at least, we've gained at times by 
being shielded from competition with whites. 

Sometimes we could explain away our failures by rationaliz- 
ing that it was only our color that was against us. 

Sometimes we gained certain successes strictly because there 
is naturally a spirit of cohesion within a besieged camp, and 
we were under siege. 

Bur the siege is lifted, at least in part. Now we must begin 
to cross-examine ourselves. The questions are many, and some 

of them are terribly uncomfortable. 

Are we trying ourselves to walk outside the now-broken 
walls of the segregated community? Are we willing to accept 
personal losses by giving up the cozy protection that segre- 
gation automatically conferred on us? Are we, who once 
railed against the whites for their bigotry, now refusing on 
our own to extend the hand of friendship even to whites who 
would be friendly? 

What are we doing in our communities for the newcomers? 
Are we rejecting them as ignorant, or are we accepting them 
as simply unfortunate in not having had our opportunities? 
To how many of them have we extended a welcome and an 
offer of help in the difficult job of adjustment? 

Having cracked one line that prejudiced hatred drew, are 
we now drawing our own lines of selfish discrimination among 
ourselves? 

What are we doing to insure a better education for Ameri- 
cams in general and for Negroes in particular? Are we 
working so that people as people, regardless of color or creed 
Or nationality, can develop their -talents and skills to the 
fullest? 
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Are we giving only lip service to such magnificent efforts 
as the Montgomery Improvement Association? Or are we 
giving of our time or our money to help support this world- 
recognized spontaneous revolt of passive resistance to in- 
equality? 

Are we stirring within our own circles new animosities, 
new hatreds, that will flame in new violence? Or are we 
working for the patient tolerance and the encompassing 
understanding and the sensitive compassion that we wept for, 
when it was denied to us? 

I cannot pretend to answer any of the questions for you. 
Only you can do that, even as I must answer them for myself 
and must myself face up to my own shortcomings. 

But I can tell you this: upon your answers—your own 
individual answers—and upon mine may ride the fate of our 
entire world. 

I know—that’s the kind of sweeping generalization you 
come to expect from the platform and to discount even as 
you hear it. “The fate of our entire world may ride upon our 
answers”. 

But I am not exaggerating in this instance, not by half. 
We are witnesses today, to one of the great revolutions of all 
history, a revolution of the colored peoples of the world. 

It has long been in the making, but most of the leaders of 
the West, smug in their stupidity, have refused to see it. 
With a show of reluctance that deceived no one, they insisted 
on shouldering “the white man’s burden”. Translated, that 
phrase proved to mean only the ruthless imposition of colonial 
exploitation on what were patronizingly called The Backward 
Peoples. 

Those leaders might have staved off disaster if ever they 
had been willing to share their power with those they ruled. 
But they would not. Their only thought was exerting power 
over them. 

Now, in our times, the pressures so long kept under a 
heavy lid have exploded. We have seen new, independent 
nations come to birth—India, Pakistan, Iran, Indonesia, a 
new Egypt, on down to the youngest, Ghana. We have seen 
Algiers, Morocco and Tunis writhe in a long-delayed revolt, 
and the whole eastern sky has been aflame with the fires of 
rebellion. 

What has happened is that people who long considered 
themselves an oppressed minority awoke to the fact that they 
were really a majority. Two-thirds of this world’s population 
is what the Caucasions call colored—yellow, brown, black, 
red, what have you. And so in a world movement of which 
our own surge toward self-assertion is an important part, the 
colored peoples have smashed the old chains. 

Tragically, though, many of the new-born nations have 
found that only the breaking isn’t enough to give them what 
they most desperately want. They wanted liberty, yes—but 
a liberty to progress, to attain a security for themselves and 
a new wealth of opportunity for their children, and this, they 
have discovered, is not easily come by. 

Because they were so long kept under the heel, they've had 
no chance to develop any of the techniques of true stability. 
So they look now for a model on which to pattern themselves 
and a friend who can give them constructive aid. 

Where will they find that model and that friend? What 
course will they choose? 

On their answers to those questions the whole shape of our 
own future depends. For it must be obvious that as the world 
is now put together their choice must lie between the Com- 
munism of the East on the one hand and the Democracy of 
the West on the other. 

And who stands to speak for the West? 

Not Britain surely. The colonialism that was so firmly 
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entrenched a policy of the United Kingdom must forever 
stand as a reproach to the colonial people but recently freed. 

Not France surely. The French fight, even now, to maintain 
their policies of exploitation in a world where there's no 
longer room for them. 

There is in truth only the one last, great hope of the world 
—the United States. Our United States—and let’s never forget 
that it’s ours. It’s ours by virtue of blood—the blood of our 
birth and the blood our people spilled on a hundred battle- 
fields to defend it. It’s ours by virtue of our own aspirations. 

We cannot leave it to the whites alone to carry the case of 
our United States, which is the case for true liberty, to the 
peoples abroad. 

They can’t do it, as a matter of fact. There are too many 
places on this globe today where a white skin is a badge of 
infamy. The dispossessed now come into their own, shy from 
the man of pale skin, as if he were leprous. They will trust 
only their own—people like you and me. And so it is that 
we must talk to them. 

I don’t mean that we must, all of us, catch the next plane 
or the next ship and roam the foreign nations, evangelizing. 
There’s need for that, great need, but it’s an avenue neces- 
sarily open to few. 

But we can in our daily living talk to those on the other 
side of the world. They watch us. You'd be amazed how 
closely they watch us. 

I wish often that our white friends would recognize that. 
I wish that they would realize that if a young girl is turned 
away from a southern university today because of her color, 
the news of it is known in Indonesia tomorrow. If a council 
in Montgomery bars interracial domino-playing today—and 
it has done just that—resentment against it flares in Pakistan 
tomorrow. If a blameless young Negro is struck down on the 
streets of Chicago today, a dark-skinned radio commentator 
will be flaying the westerm democracies with that fact in 
Egypt tomorrow. 

But it will not be enough if only the whites come to this 
realization. We must come to it, too, you and I. We must 
come to see that we live, like it or not, in a goldfish bowl, 
and all that we do is on display to the world. 

We have our complaints against the continuing abuse of 
our people here in this nation, of course. We have a long way 
to go down a hard road before we attain the goals—the 
legitimate goals—we have set for ourselves. 

But let’s soberly remember this even as we continue to 
fight the good fight: im no other nation, im no other time has 
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a people managed to make the strides that we who are Negroes 
have been able to make here. And we have been able to make 
them because, however imperfectly, the dream of a demo- 
cratic freedom has been kept alive in this nation. Men may 
deny it in practice at times, but the words of the Declaration 
of Independence affirming that a// men—all—men—are cre 
ated equal remain a perpetual challenge, a perpetual taunt to 
hardened consciences. And the world does move. It does 


* move. It will continue to move if we can keep the beacon of 


our own performance here alight by taking on ourselves the 
responsibility that goes with opportunity. 

I began with a passing quotation from Clarence Darrow. 
Let me close with another that is appropriate for its own 
pertinence as well as for the fact that Thursday marks the 
hundredth anniversary of his birth. 

Clarence Darrow was making his summary in the second 
of the famous Sweet trials in Detroit. This was in the 1926 
case when Darrow successfully fought for the principle 
that a man’s home is his castle even if the man be black. And 
as he closed, he said this: 

“I do not believe in the law of hate. I may not be true 
to my ideals always, but I believe in the law of love, and | 
believe you can do nothing with hatred. 

“I would like to see a time when a man loves his fellow 
man and forgets his color or his creed. We will never be 
civilized until that time comes. 

“I know the Negro race has a long road to go. I believe the 
life of the Negro race has been a life of tragedy, of injustice, 
of oppression. 

“The law had made him equal, but man has not. And, 
after all, the last analysis is, what has man done? And not 
what has the law done? 

“I know there is a long road ahead of him before he can 
take the place which I| believe he should take. I know that 
before him there is suffering, sorrow, tribulation and death 
among the blacks and perhaps the whites. 

“I am sorry. 

“I would do what I could to avert it. 

“I would advise patience: I would advise tolerance: | 
would advise understanding: I would advise all of those 
things which are necessary for men who live together.” 

Yes, patience, tolerance, understanding, all of those things 
which are necessary for men who live together. 

I cannot help feeling that Darrow was talking to us as 
well as to that all-white jury in Detroit. 


On @ 
You are the Citizens of the Future 
OBSERVANCE OF AND CONFORMITY WITH THE BASIC LAWS OF SOCIETY IMPORTANT 
By REAR ADMIRAL HUGH H. GOODWIN, USN 


Delivered at the Commencement Exercises of the Neville High School, Monroe, Louisiana, May 30, 1957 


by the memory of an occasion which these exercises 

recall to me. As a matter of fact it was the first 

time I appeared on a platform anywhere .. . and it was in 

the auditorium of old Monroe City High. That was in the 

spring of my sophomore year and the occasion was a Con- 

federate Veterans’ Reunion. Under the tutelage of Mrs. 

Minnie Ruffin, who was principal of the high school, | 
gave a declamation. I still remember how it began . . . 

“Mounted in the field and at the head of his troops, a 


M PLEASURE in being with you to-night is enhanced 


glimpse of Lee was an inspiration. The black slouch hart, 

the cavalry boots, the plain grey coat without any orna- 

ments, except the silver stars on the collar . 

I never did master the gestures to suit Mrs. Ruffin, but it 
went over in great shape ... A Confederate Veterans’ Reunion 
is a very receptive aud’ence to talk to about General Lee. 

This evening has a particular significance to me, since 
forty years ago this month I left the Monroe City High School 
and enlisted in the United States Navy . . . To see what 
World War One was about. During my years of late grammar 
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school and high school I had settled upon my goal in life. . . 
I had determined to become a part of the United States Navy. 
Despite the best advice of such dear friends as Professor 
Neville, Mrs. Ruffin and Miss Lida Benton . . . To the Navy 
i went; just before the end of my junior year. 

Actually this time in the Navy was merely an interruption, 
rather than a termination of my education, for I was able 
to enter the Naval Academy in June 1918 just as I had 
intended from the beginning. 

Only six months after I left the protection of family, school, 
and old friends, I had a tremendous experience which made 
a profound impression upon my whole life. I was a seaman 
in the Battleship Delaware, when together with three other 
Battleships, the New York, the Wyoming and the Florida, 
we sailed from Chesapeake Bay for the Orkney Islands to 
become the Sixth Battle Squadron of the British Grand Fleet. 

In the middle of the North Atlantic we ran into a terrific 
storm which lasted for six days. The mighty battleships be- 
came separated and did not see each other for more than 
three days. At the height of the storm the New York had to 
establish and maintain a bucket line for more than ninety-six 
hours, bailing water out of the forward part of the ship to 
keep her afloat. 

In this, my first storm, I learned that no matter how strong 
the man, no matter how large the ship in which he is em- 
barked, the terrific, magnificent grandeur of the elements 
unleashed in the fury of a storm at sea is such that it makes 
man, and the things made by man, seem small and insignifi- 
cant. Into the mind of each seaman during such a storm 
comes a feeling of humility. 

I shall never forget that first storm at sea, and some years 
later 1 acquired a plaque which I still keep on my desk. The 
inscription on this plaque dates back to Biblical times and 
it reads: 

“O God, Thy sea is so great and my boat is so small.” 

I believe that sentiment is inscribed on the heart of every 
seaman. 

I have learned many lessons from storms at sea; not from 
the first storm because the reaction then was a sort of awe 
and disbelief that such a thing could happen, and a hope that 
someone who knew more than I would look out for me. 
However, with maturity and further experience I came to 
realize that in certain courses of action, compliance with rules 
or fundamental laws if you will, enhance the chances of 
survival in the storm at sea, while disregard of these laws 
invites disaster. As an example, it is often mecessary to reduce 
speed or to change course and make a detour to avoid damage 
to a ship when faced with a storm of exceptional severity. 

I traversed those same waters again in 1953. The North 
Atlantic Ocean seemed unchanged; gale winds and moun- 
tainous seas. But there was one big difference . . . This time 
[ had the responsibility. By applying the lessons of that first 
storm so long ago and the subsequent ones over the long 
period of intervening years on the oceans of the world, with 
the assistance of the splendid crews of the ships, I brought 
a task force of three aircraft carriers, four cruisers, and 24 
destroyers through without major damage. Even at the height 
of the storm I could not help but think of the many young- 
sters in the task force who were experiencing their first 
storm at sea, even as I had in those same waters so long ago. 

Now, man basically is a land animal. In describing these 
storms at sea I have attempted to show how man, in an 
element which is not completely his own, can survive by 
observing certain fundamental laws. We have much the same 
situation when man takes to the air; another and even more 
foreign element. I can still remember the vehemence with 
which many people used to say, “If God had intended that 
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man should fly He would have given him wings.” But many 
centuries after man had learned the laws of the sea and at 
least some men had come to feel at home on the sea, man 
finally conquered the air. And the same basic principle is 
involved .. . In order to defy the law of gravity we have to 
observe certain fundamental rules. To the student aviator 
the first of these is, “Keep flying speed . . . Keep flying 
speed.” I have even heard one old aviator put it this way, 
“Keep flying speed, five knots above stalling for me, five knots 
for my wife, and five knots for each of my children.” 

Of course success in any career depends upon learning the 
rules of the game. For example, one of the first things we 
learn in the Navy is the twofold nature of Naval duties: 
First, the military duties . . . regulations, discipline, uniform, 
and military courtesy, among others. Second are the special 
duties of the rating or classification which one holds. The 
first, the military duties, are necessary for the crew of a ship 
or the personnel of an organization to function together as 
a unit under any and all conditions; especially to operate like 
a well oiled machine in combat. The second, the special 
duties, are necessary to provide for the many specialized 
services required of gunners, navigators, engineers, cooks and 
bakers; all the services which are needed to keep the ship or 
Organixation running. 

Now let me illustrate how these twofold duties operate in 
action. I had the honor to commission and command the 
Kaiser class escort carrier, USS Gambier Bay, from December 
1943 until a few weeks before that gallant ship was sunk 
by Japanese cruiser gunfire off the island of Leyte in October, 
1944. Getting a ship commissioned and “shaken down”, as 
we say in the Navy, is quite an experience under the best 
of conditions. It really was something during the war. In 
the Gambier Bay over 85 per cent of the ship’s company had 
never been to sea in their lives. The crew, both officers and 
men, were intelligent, ambitious, and vitally interested in 
doing their jobs. They had everything but experience, and 
sometimes gaining experience at sea comes hard. 

We put out from Astoria, Oregon, on a short voyage to 
Puget Sound for an intensive schedule of loading ammunition, 
supplies, and all the miscellaneous gear which had been col- 
lected for us, and also to have an intensive ten-day period of 
training. We had no more than rounded the lightship when 
I noticed one of the telephone talkers leaning over the rail. 
He was but the first of many, for within two hours over 75 
per cent of the ship’s company were seasick. The weather 
roughed up a bit and our first casualties got no better, and 
the list grew in number. When we put in to Port Angeles 
just after daybreak and brought ammunition lighters along- 
side, the gallant crew of the Gambier Bay looked anything 
but gallant, sort of a “woebegone pea green.” The effects of 
that first night in a moderate sea were so devastating that we 
fell eighteen hours behind schedule in loading ammunition, 
and had to condense our training program to eight days in 
order to sail on time. 

The final test of any military organization, embodying the 
twofold nature of each individual's duties, military and special, 
comes when it has its first taste of enemy action. We in the 
Gambier Bay, myself included, had our first taste off the 
Marianas Islands in June, 1944. I well remember following 
an incoming Japanese raid through radar reports. It became 
quite apparent that they would sight and attack our particular 
task group. Of course all hands were at battle stations and 
I suppose all of us were wondering just how we would act 
when the first bomb fell. The raid came on in and eventually 
we made sight contact. Our effective armament in those ships 
consisted of short range 40 MM. antiaircraft guns, and we had 
to wait until the enemy was within this close range to open 











<n eekonarettee ‘alptaddhl empiani 

















you 
pet 
inv 
pli 





I sf 


that 
will 
out 

on | 
evel 
burt 
nigh 
sO-C 
the 

end, 
on t 
and 


DAY 


t many 
and at 
a, man 
iple is 
lave to 
aviator 

flying 
is way, 
e knots 


ing the 
igs we 
duties: 
n1iform, 
special 
is. The 
a ship 
ther as 
ite like 
special 
ialized 
ks and 
ship or 


rate in 
nd the 
sember 
s sunk 
ctober, 
mm”, as 
ie best 
yar. In 
ny had 
rs and 
ted in 
e, and 


age to 
nition, 
=n col- 
iod of 
_ when 
e rail. 
ver 75 
reather 
r, and 
ngeles 
along- 
ything 
ects of 
hat we 
nition, 
lays in 


ng the 
pecial, 
in the 
ff the 
owing 
ecame 
ticular 
is and 
id act 
atually 
» ships 
ve had 
Open 





bined PR cds 











WILLIAM G. CARLETON 


fire. In the meantime we could see the lead Japanese planes 
pushing over into their dives. My thought at the moment 
was, “I have seen this many times in practice, but this guy 
is playing for keeps.” 

We were in a slight right turn when the leading Judy 
released his bomb. Although he did not know the names of 
our ships, he certainly had “Gambier Bay” written all over 
that bomb. By increasing our rate of turn just as he dropped 
we managed to miss the bomb which exploded in the water 
about thirty-five yards off our port bow. It was our first taste 
of war, and the last for that particular Japanese pilot, for 
our gunfire brought him down just after he released his bomb, 
and he plunged into the sea astern. 

Using only a slight bit of poetic license I want to put the 
ability not to get seasick, or to go ahead and do the job even 
if you are seasick, under the heading of the military duties 
which I have mentioned as taking precedence over the special 
duties of one’s classification or rating. 

In the case in point the crew of the Gambier Bay learned 
this primary military duty, their ability to do the job whether 
seasick or not, so well that I would like to read to you a 
paragraph from the official history of the Gambier Bay. 

“The relatively inexperienced crew of this vessel proved 
itself far beyond the most optimistic expectations of the 
commanding officer. Six months ago this vessel had just 
been commissioned, 97% of the crew had never been in 
action, 85% of them were seasick the first time the ship 
had blue water under her keel; now they have the appear- 
ance and confidence of veteran men-of-wars-men! Their 
conduct under attack left nothing to be desired and is 
another shining example of the adaptability and courage 
of the young men of our country.” 

You young ladies and young gentlemen are leaving one 
phase of your lives and passing into another which will be 
broader, more interesting, and far more challenging. You 
have a wealth of advice from your parents, your teachers and 
your friends. In reviewing tonight some of my personal ex- 
periences my purpose has been to draw a pattern which is 
invaluable in military life; and one which is equally ap- 
plicable to any walk of life which you may choose to pursue. 
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Man, the land animal, has learned to live outside his 
natural environment for brief periods, and to survive in two 
essentially foreign elements . . . the sea and the air. He has 
been able to do that by observance of certain laws . . . Regard 
for these laws means a successful voyage or a successful 
flight, but disregard of these same laws means trouble and 
perhaps disaster. So it will be with you throughout your lives 
Observance of and conformity with the basic laws of societs 
such as honesty, integrity, complete square dealing with your 
fellow man, I might even say observance of the golden rulc 
... will enable your voyage in life to be successful. Disregard 
of these basic laws will lead to trouble, perhaps even disaster 

In discussing the twofold nature of one’s duties in the 
Navy. . . . First, the military duties, and second, the special 
duties of one’s rating or classification, .. . I have had in mind 
the parallel in civilian life where each one of us shoulders 
twofold duties and responsibilities. The first I would call the 
duty of citizenship. The second, I would call the duty of one’s 
special interests, to his profession and family for example. 
Many will say that these two are so intertwined that they 
are inseparable, but I submit that it is possible to be successful 
in the pursuit of one’s own particular interests without being 
a good citizen, although I think it hardly likely that the good 
citizen, the man who is “well thought of in the community,” 
as we say in the South, can be a failure in his profession- 
certainly the “well thought of” man is never a failure in life. 

We live in the greatest country which the world has ever 
known. We have attained that eminence because the people 
of our nation have been good citizens. We can not maintain 
Our present position of world leadership, not to mention 
advancing it, unless our form of government is supported by 
good citizens of the present and the future. 

This being true, the future of our country is in your hands 
.. . Your hands and those of the many like you who are 
leaving high schools all over the country at this time of year. 
You are the citizens of the future and I am confident that 
this destiny of our country will be safe in your hands. 

As we say in the Navy, “May fair breezes and smooth 
seas be yours on the voyage upon which you are now 
embarking.” 
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warm-hearted city, where I have so many times had the 

honor of speaking. Some of you will recall the first time 
I spoke in Tampa, back in 1928, when, while only a college 
youth, and a Yankee youth at that, I was campaigning for 
that great American, Al Smith, for President. For me, that 
will always be an occasion to remember; indeed, it stands 
out vividly above all my speaking experiences. Many places 
on the hustings of the South I had met lukewarm, cold, and 
even hostile audiences, sometimes punctuated by threats and 
burning fiery crosses. But the vast audience in Tampa that 
night sat with electric attention while I met head-on the 
so-called issues of Catholicism and Tammany domination and 
the real issues of prohibition and farm relief; and at the 
end, the demonstration of a community which had been 
on the defensive and now gave vent to its pent-up emotions 
and gratitude is an image of rich and spontaneous human 


T IS MOST gratifying to be again in this warm and 


emotion I can never forget. And the gratitude was not one- 
sided; I, too, will always be grateful for the good things editor 
Ed Lambright of the Tampa Tribune said about me during 
that campaign, and even more grateful for the good and true 
things he said about Al Smith. 

Pan-American Day, which we celebrate tonight, is coming 
to mean much to us North Americans, and nowhere does it 
mean more than to the people of Tampa, with its mixture 
of English, Spanish, Cuban, and Italian peoples. In addition 
to the happy mingling of many peoples and cultures in this 
community, Tampa, along with Miami, more and more is 
becoming a North American gateway to Latin America. 

Pan-American Day each year has a way of focusing at- 
tention on the relations of the North and South American 
peoples to each other and on their mutual feelings and re- 
actions. During the last century and a half these relations have 
undergone marked fluctuations. 
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In the early days of the Republic, while the American and 
the Latin-American Revolutions were still fresh in mind, 
the most extravagant expectations prevailed that the republics 
of the Western Hemisphere would live in mutual respect 
and harmony forever. This view was typified by the romanti- 
cism of Henry Clay. North and South Americans had been 
colonial peoples who had thrown off the yoke of European 
imperialism, become independent nations, and established 
free societies and republican institutions in contrast to the 
still aristocratic societies and monarchical institutions of 
Europe. Common ideals of liberty and republicanism would 
bind the peoples of North and South America together. 
During and after the Mexican War of 1846-1848 these 
expectations suffered a rude shock. They were revived for 
a time by measures of the United States after the Civil War 
which led to Napoleon III's ignominious withdrawal from 
Mexico and the triumph of the Mexican people's revolution 
led by Benito Juarez. They fell to an all-time low during 
the first decade of this century with the overt penetration of 
the Caribbean by the United States and when dollar diplomacy 
was at its height. They revived again after 1930 with the 
development of the Good Neighbor Policy. 

Let us examine the basic difficulties between the United 
States and its Latin American neighbors, and see whether 
and to what extent these have yielded or are in the process of 
yielding to the forces of cooperation and understanding. 
Why did North Americans and South Americans, English- 
Americans and Latin-Americans, fail to cooperate and under- 
stand each other in the way and to the degree the enthusiasts 
of the early nineteenth century had expected? There were 
many reasons for this failure. 

Some of the reasons were political. In 1823, the United 
States proclaimed the Monroe Doctrine, warning non-Ameri- 
can powers to stay out of the Western Hemisphere. The 
immediate cause for promulgating the Doctrine was to prevent 
the European Holy-Alliance powers from intervening in Latin 
America. However, the Latin American countries were never 
consulted about the Doctrine, they were not asked to co- 
operate in it, they did not become partners to it. The Monroe 
Doctrine was proclaimed and enforced by the unilateral fiat 
of the United States. Moreover, the Monroe Doctrine, while 
it promised to protect Latin American countries from ag- 
gressions by European powers, did not promise to protect 
them from aggressions by the United States. The Monroe 
Doctrine was not a self-denying ordinance. It did not prevent 
expansion in this hemisphere by the United States. About a 
quarter of a century after its promulgation, the United States 
expanded enormously at the expense of Mexico. At the 
turn of the century the United States virtually took the 
isthmus of Panama and built a canal there. During the first 
two decades of this century, the United States established 
protectorates, some open and some veiled, over.many smal! 
countries of the Caribbean area, and to Latin Americans it 
looked as though the United States had made of the Carib- 
bean “an American lake.” As the result of these things—and 
others—the Latin American peoples spoke of “the colossus 
of the North” and of “Yankee imperialism.” 

Not all of the causes of irritation were political. Some were 
economic. In many ways the economies of the United States 
and the Latin American countries were not supplementary 
but competitive. The countries of Latin America produced 
grains, cattle, metals, minerals, and oil. But so did the 
United States. Therefore, instead of sending the Latin Ameri- 
can countries our manufactured goods and taking in return 
the raw materials of the Latin American countries, we 
protected our home markets from foreign raw materials and 
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were economic rivals of the Latin Americans in the raw- 
materials world markets. 

However, the deeper reasons for the failure to reach 
understanding were not political or economic but cultural. 
These cultural differences were for well over a century at the 
bottom of our misunderstandings, and even yet they are nor 
fully comprehended. But we are coming increasingly to 
comprehend them, and while the cultural differences can not 
be eradicated, and we would not want them to be, a better 
mutual understanding of these cultural differences is doing 
much to remove irritants and produce more tolerance and 
insightful respect. 

For centuries English-speaking and Spanish-speaking peo- 
ples had deep-seated animosities with long roots in history. 
The first great wars of imperialism, colonialism, and national! 
balance of power were fought by England and Spain during 
the sixteenth and seventeenth centuries. Moreover, these 
wars were embittered by fierce ideological religious conflicts. 
To the Spanish, the English were heretics. To the English, 
the Spanish were “Papists.” Our school history books, even 
to this day, rarely speak of a Spaniard simply as a Spaniard. 
It is almost always “the cruel Spaniard,” “the suspicious 
Spaniard,” “the treacherous Spaniard.” 

The English and the Spanish carried these inherited preju- 
dices to the New World. To the English settlers in North 
America, the Latin American colonials were shrouded in 
religious obscurantism and victims of the dread Inquisition. 
To the Latin American colonials, the English settlers along 
the North Atlantic coast of America were benighted fanatics 
who burned witches, simple rustics in a raw and naked 
country with no institutions of cultivation and learning com- 
parable to the great universities of Mexico City and Lima. 

Beginning with these inherited animosities and cultural 
differences, the subsequent history of North America and 
Latin America added to them. Unti! very late in its history 
the United States received the bulk of its immigrants from the 
countries of English and Germanic civilizations. It looked 
to the North Atlantic for its cultural inspiration and for 
many of its ideas. It developed a highly commercial and then 
an industrial way of life. It produced large middle classes. 
Its values were practical and pragmatic, and often described 
as “materialistic.” In its formative years, its ethic was domi- 
nantly Protestant. Its social attitudes were puritan, what 
Bertrand Russell calls “prudent.” 

On the other hand, Latin America continued to receive 
most of its immigrants from the. countries of Southwestern 
Europe. It went to Madrid, Paris, and Rome for its ideas 
and intellectual stimulation. It developed relatively few racial 
prejudices, and European colonials mixed rather freely with 
native populations. Its economic life was largely in agriculture 
and the extractive industries. It developed extremes of rich 
and poor and relatively small middle classes. Its values were 
dominantly Catholic and humanistic. Again to use a suggestive 
classification of Russell, the Latin American societies were 
less cautious and prudent than the English-speaking societies 
of North America; they were more passionate; they left 
more room for the colorful and for the sheer zest of living; 
they were emotionally less inhibited and they were filled 
with a sense of the joy and the tragedy of life. 

About two years ago I sat one afternoon in the old colonial 
cathedral at Saltillo and watched a steady stream of matrons 
of all classes file by the Virgin and lay offerings at her feet, 
and pray and meditate the whole afternoon. I could not help 
thinking that many of these matrons, particularly the middle 
class ones, would at that very hour probably be playing 
bridge if they had lived in the United States. 

Again, one morning several months ago I had a lay-over 
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while waiting in El Paso for a plane connection. To kill time, 
at about nine o'clock, I crossed over the Rio Grande to 
Juarez. I have been on many international frontiers, but 
nowhere in the world is the contrast between cultures so 
sudden and striking as it is on the borders of the United 
States and Mexico. When I left El Paso, the streets were 


deserted, the restaurants were emptying of late breakfasters, 


the bars were closed, the stores had scarcely anyone in them 
at that early hour, the parking lots were filled with cars of 
workers, the typewriters were busy clicking in the offices. 
Crossing the Rio Grande took about two minutes, but what 
a difference those two minutes made. In the streets were 
cascades of people—peddlers, shoppers, bargainers haggling 
and huckstering at the outside stalls, vendors of oddities rang- 
ing from sliced melons to religious mementoes to pornogra- 
phy, beggars, accordion and guitar players, singing and 
dancing bootblacks. Hundreds of people were lazily sunning 
themselves on benches, and sprawled out on curbings and 
sidewalks. The cathedral was packed with people. The 
restaurants were filled. The bars were crowded, and music 
and entertainment were running full blast. There were few 
American tourists, and the fact that Juarez is the wintering 
place for many migratory agricultural laborers would only 
in part explain the activities and buzz of the place at nine 
and ten in the morning. At the plaza of the Benito Juarez 
column, I found most of the benches filled. I finally found a 
vacant bench. Shortly thereafter, a Mexican youth of about 
twenty-five sat beside me. For a long time he sat staring at 
a large photograph of his girl friend, which he held in his 
hand, then slowly, very slowly, bit by bit, he tore it into shreds, 
all the time crying openly and unabashedly. Do you know 
any American youth who would make a similarly open and 
public display of his emotions, or for that matter give way 
to them so completely even when alone? Of one thing I am 
sure: that Juarez youth will never have need to go to a 
psychiatrist. 

A few years ago, in Madrid, I saw my first bull fight. I 
happened to be seated among many American and English 
tourists. Many of these found the spectacle distinctly dis- 
tasteful, some of the English pronounced it grisly and fled 
in squeamish disgust, but those of us tourists who found it 
strangely moving captivated the hearts of the Spanish spec- 
tators sitting near by. These sensed that we had been moved 
by the same elements in the bull fight that moved them: the 
strength and skill of a powerful sport combined with the 
grace and delicacy of the ballet; an allegory of life’s élan, 
adventure, chance, and never-ending danger; the dramatic 
reminder of the narrow line that separates triumph and 
tragedy. But on that Sunday afternoon I saw at first hand 
the reactions to the bull fight of English and Americans on 
the one hand and of the Spanish on the other, and those 
strikingly different reactions emphasized for me the funda- 
mentally different values of the two cultures. 

The people of the United States preen themselves on their 
individualism, which they trace to their Protestant heritage, 
to their commercialism and industrialism, and to their prag- 
matic, empirical, and scientific values. The Spanish are in- 
dividualists, too, but when Americans notice this they think 
of it as a certain fierce independence, a certain dour pride. 
When Americans, on first visits to Spain or Latin America, 
come into contact with this personal independence they are 
not prepared for it; it comes as 2 surprise to them that a 
people who have never had the Protestant Revolt or Reforma- 
tion and who have had relatively little scientific and indus- 
trial development should possess so sensitive an individualism. 
Many educated Americans learn belatedly that all individual- 
ism does not come out of Protestantism, the Enlightenment, 
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and the Commercial and Industrial Revolutions; that Catholic 
humanism also produces its own individualism. 

Perhaps the traits of Spanish personal independence, of 
individual curiosity and disputatiousness, can be most easily 
and spectacularly seen at Catalunia Square, in Barcelona, 
which is to Spain what Hyde Park is to England, Union 
Square to New York, Bug House Square to Chicago, and 
Pershing Square to Los Angeles The debates there, always 
individual and never on soap-boxes, are endless, whether the 
regime is that of Alphonso XIII, the Republic, or Franco. 
Sometimes the views must be expressed covertly and subrly, 
but expressed they are, no matter who wields the governmental 
power. 

One of the great international facts of our time is the 
growing cooperation and understanding of the peoples of the 
Western Hemisphere. Politically this has been marked since 
the development of the Good Neighbor Policy beginning in 
the early 1930’s and accelerated by the need to cooperate 
first against the Axis powers and then against the Com- 
munists. Dollar diplomacy has receded, and the United 
States has withdrawn its protectorates, actual and veiled, 
from the countries of the Caribbean area. The Monroe Doc- 
trine has been broadened from an unilateral declaration of 
the United States, backed by United States fiat alone, to a 
multilateral declaration of all the republics of the Western 
Hemisphere, backed by the cooperative action of all of them. 
This new collective concept is embodied in the declarations 
of numerous Inter-American conferences since 1933. At 
Montevideo in 1933, the United States declared its adherence 
to the doctrine of non-intervention in the affairs of its sister 
republics, bound itself to a kind of self-denying ordinance, 
and pledged itself to non-aggression. Later, the doctrine of 
collective action of all the republics, first against any aggres- 
sion by a non-American power in the Western Hemisphere, 
and later, at Chapultepec and Rio, against any aggression by 
an American state against another American state, was worked 
out. At Bogota, in 1947, the concept of collective action by 
all the American states against both non-American and Ameri- 
can aggression in the Western Hemisphere was given more 
precise juridical expression in the establishment of the Or 
ganization of American States. Thus, within a quarter of a 
century, the United States has moved from unilateralism, to 
non-intervention, to collective resistance to external aggres- 
sion, to collective resistance to all aggression in the Western 
Hemisphere. That collective intervention might in reality be 
used to cloak unilateral intervention by the United States 
has not been lost on some Latin American commentators, but 
the fact that this possibility has been relatively little raised by 
Latin Americans shows how far the United States has come 
in recent decades in allaying the old suspicions of it south 
of the Rio Grande. 

Economically, too, there has been some drawing closer 
together. Beginning with Cordell Hull in the State Depart- 
ment, there has been an increasing number of reciprocal trade 
agreements signed with the Latin American countries. The 
economies of the two continents are now somewhat less com- 
petitive and more supplementary than they used to be. Latin 
America takes more of the industrial goods of the United 
States; the United States takes more Latin American coffee and 
oil; American business firms and oil companies which invest 
in Latin American countries more and more are conscious 
of their social responsibilities to the people of the countries 
in which they own and operate businesses. 

Perhaps even more important, the peoples of the two 
continents are coming better to understand and appreciate 
the cultural differences which formerly kept them apart. 
Slowly but surely the Latin American countries are develop- 
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ing larger middle classes, and middle-class attitudes are 
becoming more widespread. In the United States, there is 
far less prejudice against Catholics and Catholic countries 
than there once was. The mass media of communications, 
particularly the motion picture, have given more and more 
Americans a conception of Latin American life and attitudes, 
ind the American movie so much in demand south of the 
Rio Grande has given Latin Americans a better understanding 
of life and values in the United States. With the growth of 
wealth and leisure in the United States and the increase of 
business executives in the United States with liberal college 
educations, American business men have become less obvious 
go-getters, and those sent to Latin America increasingly 
become ambassadors of good will by their appreciation and 
practice of the amenities of gracious living. Each year a 
larger number of ordinary citizens of the United States goes 
as tourists to Latin American countries, particularly Mexico, 
and these come home with a better appreciation of Latin 
American cultural values. The number of young people in 
the United States who go in for the creative arts has multiplied 
astonishingly im recent years, and many of these make their 
way to Mexico and other Latin American countries to study 
the arts and way of life of the Latin Americans. There are 
large colonies of these in Mexico City, San Miguel, and other 
Mexican communities. Among our younger Americans in- 
terested in Latin American civilization, there are many who 
have developed a veritable cult of the bull fight, and this has 
found significant expression in movies, books, and works of 
art produced in the United States. 

Much still remains to be done. The Latin American 
countries are still countries with much poverty. They are 
still primarily producers of cheap raw materials. They still 
have a long way to go before they achieve the degree of 
industrialization and the higher living standards they crave. 
[he people of the United States are coming to learn, too, 
that in this mid-twentieth century, countries which specialize 
in cheap raw materials, which have undiversified and un- 
balanced economies, and which have as yet achieved little 
industrialization are unstable countries which move to ex- 
tremes of left and right in politics. This is true not only of 
Asia and the Middle East but also of Latin America. The 
crypto-communism of the former Arbenz government in 
Guatemala and the number of rightist dictatorships in Latin 
American countries today underscore this truth. Moreover, 
many Latin Americans of liberal persuasion feel that the 
United States is soft toward rightist dictators, that the United 
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States through military grants and other friendly gestures 
often smooths the way of the rightist dictators and makes 
the lot of the liberal and democratic oppositions unnecessarily 
dimcult. 

In the United Nations, the Latin American countries line 
up with the United States and the West on questions dividing 
the East and West; but on the so-called anti-colonial measures, 
the Latin American countries tend to line up with the Asian- 
African bloc. The Latin American countries want from 
advanced industrial countries, particularly from the United 
States, not only increased technical assistance but also large 
grants and long-time liberal loans for capital development 
projects. Latin American countries feel particularly aggrieved 
that they get so small a portion of the foreign economic aid 
the United States does give. (Asia and the Middle East get 
much more economic aid because they are nearer geo- 
graphically to the center of Communist aggression.) The 
United States has insisted that most capital development 
must come from private capital, not government aid. But the 
Latin Americans reply that foreign private capital will not 
be forthcoming in sufficient amounts for basic developments 
like communications and electric power because profits from 
these ventures are necessarily postponed to the future, that 
foreign capital is more interested in short-term investments 
with rapid turn-overs and profits. They maintain that once 
the basic developments are under way, then foreign private 
capital will be forthcoming for the myriad of smaller enter- 
prises which depend on the basic developments. Moreover, 
with the basic developments under way, the increased social 
and political stability will attract more foreign private capital. 

Latin American countries argue that industrialization will 
balance their economies, raise living standards, increase their 
effective purchasing power for United States goods, increase 
world trade (as industrialization has always done), enlarge 
their middle classes, stabilize conditions, curb extremes of 
left and right in politics, diminish the forces that lead to 
dictatorship, and expand and strengthen democracy. 

The foreign aid program of the United States is now 
undergoing new study. In the future, it is probable that the 
United States will increase its total foreign aid, in which 
case the Latin American countries will doubtless get more help 
than they are now receiving. In that event, the Latin American 
contention that industrialization by way of foreign aid for 
basic capital developments is the path to greater stability and 
democratic moderation and to firmer friendship with the 
United States will have an opportunity to prove itself. 


Steady Jobs and Stable Dollars 


THE PROBLEM OF INFLATION 


By C. CANBY BALDERSTON, Vice Chairman, Board of Governors of the Federal Reserve System 


Delivered at the annual meeting of The Health Insurance Association of America, Washington, D. C., May 8, 1957 


HE WELL-BEING of all its citizens should be our 

nation’s primary goal. This means that social values 

should head any list of long-run economic or political 
objectives. But they can be achieved only if the dollar is kept 
sound. There is no conflict between the satisfaction of human 
needs for the people as a whole and the protection of the 
buying power of the dollar. With mass prosperity and mass 
savings, human welfare requires a dollar that is kept sound, 
both as a medium of exchange and as a store of value. 


With 100 million holders of life insurance policies, 15 
million savings and loan shareholders, 14 million employees 
with pension rights under private plans, and 66 million who 
are covered by social security, one would think that there 
would be severe competition to champion the rights of savers 
and those who depend upon them. It is encouraging that the 
Life Insurance Institute is currently using nation-wide ad- 
vertising to create more public understanding and thereby 
lessen the danger of dollar destruction by imprudence. 
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C. CANBY BALDERSTON 


Insurance plays an important role in today’s economy as 
a repository of people's savings and as a bulwark against 
the economic insecurity that accompanies setbacks in health, 
old age or the death of the family’s breadwinner. It has, 
therefore, seemed particularly appropriate to raise some ques- 
tions about people and their dollars with you because of the 
peculiar responsibility the insurance industry bears toward 
both of them. 

It might seem presumptuous of me to speak to you about 
the erosion of savings, the economic distress visited on those 
with fixed incomes, pensions, annuities, social security, and 
health and life insurance in times of inflation. But there 
are some misconceptions about the problem of inflation that 
I feel are important to discuss with you even though you 
do not share them. 

In the first place, let me emphasize that the problem of 
inflation is a real one. We are in a period of rising prices 
and this has been the situation for some time. It is true that 
the rise has not been uniform in amount or timing for all 
kinds of prices, but when all prices are taken into account, 
the general price level has been rising for over a year. In 
fact, roughly one-half of the rise in the gross national product 
(the value of all goods and services produced in our economy ) 
last year was absorbed by price increases. 

Therefore, the importance and relevance of people’s 
thoughts on inflation, especially if their thinking has included 
the misconceptions I have in mind, cannot be denied. The 
primary fact I wish to stress is the close connection between 
steady jobs and stable dollars. If we could get this across, 
many of the dangerous misconceptions about inflation would 
disappear. 

It is a traditional view that debtors are benefited by 
inflation and that sound or hard money is detrimental to their 
best interests. Debtors are led to believe that a little more 
money, in whatever form, be it fiat money in France or Civil 
War greenbacks here, would enable them to pay off their 
debt obligations more readily and have more money “to 
spend”. And in fact this is the case. What is not made clear 
by the Mirabeaus and Bryans is that the disadvantages of the 
process far outweigh the advantages to those very people 
who unthinkingly join the clamor to give them more money. 
Indeed, everyone, whether debtor, creditor, worker, or em- 
ployer—large or small—has such a stake in stability that any 
apparent gains arising from an immediate increase in money 
income are only illusory. 

The fact is that inflation is disruptive of stability and 
orderly growth. A misconception that is part of our intellectual 
currency today is that a little inflation is a good thing. A 
little inflation, sometimes thought of as roughly 2 per cent 
a year, would double the price level every 35 years. However, 
even if we accept the inevitability of creeping inflation, and 
I certainly do not, it is not possible to have just a “little” 
inflation. 

Once the community accepts the prospect of continued 
inflation and begins to make its business decisions in the 
light of that prospect, the infant ceases to creep. It learns 
to walk, run, and finally gallop even though the gallop may 
carry it over the brink of the precipice that everyone agrees 
must be avoided. An inconvenient but inescapable fact of 
modern economic life is that phenomenon commonly referred 
to as the “wage-price spiral”. This operates to reinforce pres- 
sures on prices caused by increased demand from any cause, 
including that part of the economy in which wage rates are 
set by bargaining between strong unions and strong cor- 
porations. When demand is at a high level it is relatively 
easy to pass along to the general public, in the form of higher 
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prices, cost increases like those arising from wage advances 
in excess of increases in productivity. The resulting gain in 
profits is then an occasion for further wage demands, fol- 
lowed by still another price rise. 

A continued rise in inflationary pressures is not only harm- 
ful to those who directly feel the effects of a depreciating dollar, 
but the distortions produced in the economy will eventually 
lead to downturn in .economic activity. Under creeping in- 
flation, there will come a time when rising costs in distorted 
sectors of the economy can no longer be passed on to the 
consumer, when profits are severely reduced, and when pro- 
duction is cut back seriously, with widespread unemployment 
resulting. 

Another form of the misconception that inflation is rela- 
tively harmless and even good is the belief that inflation is 
inevitable. This expectation of a slowly rising price level is 
based on two assumptions. Continued strong demand on the 
part of the government, business, and consumers will main- 
tain the ease with which the wage-price spiral can continue 
to Operate, and the improved ability of the government to 
avoid a real recession through government spending, built-in 
stabilizers, and improvements in the banking structure, will 
prevent any serious contraction. Moreover, the price level 
will continue to rise because the country is not prepared to 
accept either of the two known methods of control—sufficient 
credit restraint to create enough unemployment to halt the 
rise in labor cost or drastic government controls of wages and 
prices. 

It is my own belief, however, that with general monetary 
control and sound fiscal policies orderly economic growth and 
reasonably stable prices are compatible. I decline to accept 
the doctrine that we can not have price stability without 
heavy unemployment. My principal argument is that excess 
capacity tends to depress prices and to curb price rises. As 
Capacity catches up with demand, prices recede. Witsess the 
record in cotton spinning, the production of rayon and acetate, 
and the weaving of cotton and synthetic fabrics. In the last 
of these, the data suggest that both productivity and wage 
rates have increased about one-third since 1947 while fabric 
prices have fallen. 

My second observation is that the belief that creeping 
inflation is inevitable is both self-defeating and dangerous. 
It is self-defeating because it is the rational foundation for 
bargaining in wage negotiations for escalator clauses that 
tie wage rates to the cost of living and form the basis for 
the wage-price spiral. Hence, some company executives 
believe that if they are going to need more plant capacity 
they had better get it before construction costs rise further, 
thus bringing on the very malady they dread. It is dangerous 
because it has in insidious effect upon the quality of decision- 
making by businessmen, who reason along these lines: “Sup- 
pose we do make a mistake and overbuild, the market for 
our product will eventually expand with population growth 
and by that time the rise in the values of buildings and equip- 
ment will validate our decisions.” Subconsciously, perhaps, 
the feeling is that it is better to err on the side of overbuild- 
ing and thus keep up with the competitive Joneses for creep- 
ing inflation will tend to make miscalculations of capacity in 
relation to demand look like canny decisions. 

Such an “inflation psychology” can encourage a full-scale 
inflation through its effects on people's spending, saving, and 
investment habits which could not help but be followed by a 
slump. Dr. Ralph A. Young of the Board’s staff has explained 
the danger succinctly: “The widely held view that, to sustain 
high employment, creeping inflation is desirable, and in any 
case inevitable, invites also the expectation that further in- 
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flation is highly probable. Spread of this expectation could 
rapidly activate new spending and borrowing, further in- 
creasing the turnover of deposit money. Instead of a rolling 
idjustment in output and prices under more actively com- 
petitive conditions and in preparation for a new stage of 
advance without inflation, immediate resumption of in- 
flationary tendencies would threaten.” 

It is my belief that we can have growth in demand, em- 
ployment, and output and maintain at the same time the 
financial equilibrium of the economy. Indeed, without the 
maintenance of a stable dollar, such growth would be impos- 
sible. If we do not believe that inflation is necessary if growth 
is to occur, what can we do to prevent or control it? This 
brings me to the final misconception I want to discuss, that 
inflation can be stopped without inconvenience. This is the 
fallacy that most hampers any serious attempt on the part 
of responsible authorities to preserve the stability of the 
economy. To control inflation we must avoid spending more 
than we earn in production, which means cutting down 
demand. The problem is, therefore, how to select which de- 
mands are to be cut in the most impersonal and equitable way. 

In the case of an inflation under wartime conditions, the 
unpalatable but effective action was to adopt rationing and 
to place direct controls on wages and prices. To the extent 
it was applied effectively, rationing did reduce effective 
demand for the time being, but it resulted in an accumula- 
tion of unspent funds in the hands of willing buyers that 
eventually burst through the dams of price and wage controls. 
While necessary in wartime, such direct intervention in in- 
dividuals’ freedom of choice to buy what they will and at 
whatever price is in contradiction to our belief in the 
desirability and efficiency of the free market choice and free 
private enterprise system. It is clear that such controls would 
not be effective in peacetime, since even when supported by 
wartime patriotism their success was limited and in the end 
they did not prevent inflation. 

In view of their inadequacy as well as their unpopularity 
and doubtful efficiency, we can assume then that direct con- 
trols will not actually be used to combat a peacetime inflation. 
This leaves us with the tools of fiscal and monetary policy. 
Fiscal policy to combat an inflation involves (1) the use 
of the taxing power to curb excessive demand from the private 
sector, and (2) a reduction of spending in the public sector, 
until the government budget shows a real and sustained 
surplus. The role of monetary policy is to control the amount 
of money, through regulation of the reserves available to 
commercial banks, so that growth in the money supply will 
not put additional pressure on the demand for goods and 
services available. While both are important in stabilizing the 
economy, I would like to discuss more fully the role of mone- 
tary policy in combating inflation. 

Monetary policy by restricting the supply of money and 
credit cuts down spending by increasing the price of money, 
the rate of interest. In effect, this substitutes an increase in 
the price of money for an increase in the price of goods. The 
allocation of the available supply of money and credit is 
then left to market forces, going to those borrowers who are 
willing to pay the higher price for borrowed money. This use 
of rising interest rates to exclude borrowers from the market 
is that which is most consistent with a free market system. 
The “tightness” of money over the past year has resulted 
not from actual restriction on the supply of money and 
credit in being but from increased demands of borrowers. If 
the supply of credit had been allowed to increase to satisfy 
all demands, it would only have added to inflationary pres- 
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sures without adding to the supply of goods, and prices would 
have shown an even greater rise. 

The price rise. coupled with the expectation of further 
inflation under a weak monetary policy, would activate 
borrowing and spending, as I indicated earlier, and would 
still further multiply credit demands. Sooner or later, lenders 
would become increasingly reluctant to lend, at least insisting 
On an interest premium to compensate for the purchasing 
power depreciation of the dollars lent. Thus, eventually in 
inflation, even interest rates get out of control, and rise 
because of inflation-generated demand and supply forces. It 
is a fallacy to think interest rates can be kept low by govern- 
ment fiat. The forces making interest rates are elemental, 
all-pervasive forces. 

The way in which the available supply of money has 
been allocated among various sectors of the economy by rising 
interest rates has been sharply criticized. It has been said that 
this has deprived us of vitally needed schools, roads, and 
housing, and has unduly hurt small businesses. It has there- 
fore been suggested that these preferred groups of desirable 
projects should be exempted from monetary restraint by 
government action. 

While the desirability and importance of these activities 
are not to be questioned, it must be remembered that if these 
types of demand are to be given special shelter from market 
forces, some action must be taken to decrease other types of 
demand if we are to avoid inflation. It is certainly possible, 
and in some cases desirable, for the government to act to 
shelter certain groups, but it is a matter of simple arithmetic 
that all groups cannot be given special shelter. It follows, 
therefore, that the larger the number accorded special pro- 
tection or help, through government subsidies, guarantees, 
loans, and grants, the more pressure will be exerted on the 
groups that use the free market. 

This question of the differential impact of monetary 
restraints on certain groups of the population involves the 
larger question of whether the social needs of the community 
for jobs, schools, roads, and housing are in conflict with the 
maintenance of a sound dollar. My contention and belief 
is that there is no conflict. But no matter how great is our 
need and desire for more and better schools, roads, housing, 
and productive facilities, the simple fact is that they must 
be fitted into our available capacity and resources. We can- 
not have everything at once if our objectives are to be 
maximum growth and a stable price level. 

In the final analysis, investment must be financed primarily 
by taxation or by real savings from current income. A small 
amount of investment may be financed out of bank credit 
expansion to provide for monetary growth, but this amount 
must be kept within the margin of tolerance for a stable 
dollar. The advantages of a stable dollar certainly outweigh 
the disadvantages of temporarily postponing additions to 
housing or plant and equipment that cannot be financed out 
of savings, or schools and roads that the community is un- 
willing to finance out of taxes. 


Our economy has a great capacity for growth. Ours is an era 
of technological and social progress. In this climate, our 
monetary objectives must be twofold: to foster continuance 
of economic growth and to prevent either inflation or de- 
flation. The attainment of these goals depends on the courage 
with which we pursue the good of the greater number rather 
than that of the few, on the wisdom of governmental officials 
to control excesses through wise use of the weapons at their 
disposal, and to no less degree, on the understanding and 
cooperation of our private citizens. 
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The Crisis Of Freedom 


WHAT IS HAPPENING TO THE ONCE-FREE MAN? 
By AUGUST HECKSCHER, Jowrnalist and Author 


Delivered at Kenyon College, Gambier, Ohio, April 4, 1957 


E HAVE COME together to talk about freedom, as 

men and women who are concerned with the most 

precious attribute of their lives and their country, 
and who are anxious that no subtle, unperceived forms of 
oppression should in any way obscure it. We have gathered 
as thoughtful citizens—not, I like to think, as people in 
gloom or panic. Our aim is to look at some of the funda- 
mentals of our existence, not to recount horror stories and 
witches’ tales about it. 

The title I was asked to take for my own contains the 
word “crisis.” My thought is not that we have come to a 
crisis in a sense that all is lost if we do, or fail to do, some 
particular thing. The strain of freedom runs deep in America, 
it is a vigorous growth which has survived seasons of cold 
and neglect, and will undoubtedly survive us, if anything 
survives the destructive powers we have made our own. A 
few years ago at such a gathering as this we would have re- 
peatedly struck the theme that liberty was not so delicate 
a thing as the seekers out of domestic communism seemed to 
think; we would have said that it could withstand the ex- 
pression of radical and wicked heresies. For us now to take 
the opposite attitude, to treat it as a frail plant and to act 
frightened ourselves, would be inconsistent to say the least. 

In one sense freedom is always in crisis, just as beauty 
is, and honor and truth—all those things which man has made 
for himself as a garment against the ever-present blasts of 
the barbarian spirit. Eternal vigilance is the condition, not 
alone of liberty, but of everything which as civilized men we 
hold dear. Circumstances change, life flows on, and if we are 
not careful we wake to discover that the old forms no longer 
contain the vital essence. What we think we have grasped 
firmly has slipped irretrievably from the hand. No thought- 
ful person can fail to be sobered by the realization of how 
dificult it is today to communicate the significance of 
liberty to peoples living outside our Western tradition. They 
value national independence; they are often aware—perhaps 
more aware than we are—of spiritual values. But the content 
of the word freedom as we understand it, its relevance to the 
life of virtue and happiness, eludes them. The question must 
arise in the Western mind as to whether the freedom we 
take for granted is really as self-evident a boon as we suppose. 
Are we perhaps repeating by rote a story of which we have 
forgotten the essential meaning? 

It is a crisis of this sort to which, I suggest, we have come— 
an inability to communicate, a failure among those who 
should be the chief guardians of liberty to know what it is 
they guard, an inadequacy of the concepts which underlie 
free institutions. It is, at bottom, a crisis of philosophy and 
of faith. Liberalism is the child of the Enlightenment, but 
the world has so changed and deepened since the eighteenth 
century that the original formulations do not fit. The un- 
conscious drives of passionate men, the residues of vehemence 
and unreason, had no place in the philosophy of the En- 
lightenment. “There was nothing subterranean acknowledged 
in it,” as Santayana put it, “no ultimate catastrophe, no jungle, 
no desert, and no laughter of the Gods.” That philosophy, 
accordingly, was unable to see fascism for what it was; it 


kept in the face of overpowering proof to the contrary the 
hope that communism would shed its bad manners and turn 
out to be something very like our own bourgeois society. 

Liberalism has tried hard to come to terms with an his- 
torically conditioned and value-ridden world, a world where 
men had powerful affections and rooted prejudices. But its 
base was too narrow, and its adjustments to reality either 
blurred its outlines or else spawned illegitimate progenies. 
The classic example of liberalism’s effort to adapt itself to 
modern conditions is, of course, the life of John Stuart Mill. 
There we see as in a clear morning light the dilemmas which 
all of us have in some degree or other been compelled to 
face. Mill had been reared by his father in the strict liberal 
concepts: men, he was taught, were to pursue their own 
interests, to act upon rational calculations of the resulting 
pleasure or pain. The government was to restrict itself rigor- 
ously so as not to interfere with the natural harmony. The 
effect of this indoctrination upon a nature so essentially 
humane as Mill’s was to induce a severe nervous breakdown 
at the age of twenty-three; and then to drive him throughout 
a brilliant intellectual career, to an attempt to make liberalism 
over. He could not bring himself to depart from the funda- 
mentals of his father’s teaching; yet he never quite succeeded 
in enlarging or refining them so as to make them applicable 
to things as they actually existed. 

What Mill saw clearly was that men pursuing their own 
interests do not invariably create harmony; on the contrary, 
they may well create havoc and injustice. He attempted to 
define the limits within which men could legitimately pursue 
their interests, and then he called in the state to alleviate 
fringe disharmonies. He permitted government to sustain 
by legislation the equality of opportunity upon which all 
else depended; he permitted it to soften the worst forms of 
personal insecurity and distress. But the old liberal bias 
against needed social reforms remained; and the exceptions 
opened the way to an uncritical acceptance of state power. 

The personal struggle of John Stuart Mill was written 
large across the nineteenth century, as a doctrine that con- 
tained the crucial elements of individualism and the free 
market sought to make its peace with a society where men 
were social beings and the market was dominated increasingly 
by combinations, corporations and trade unions. Nineteenth 
century liberalism left a noble literature stressing personal 
freedom and right of dissent. But it was negative and abstract, 
and it left also a record of misapprehensions in the domestic 
and foreign field. 

Liberalism, as a domestic creed, tended to place all its 
emphasis on the national parliament and to define the duty 
of citizenship exclusively in terms of representation and 
voting. For this reason it failed to nourish and cultivate 
the lesser groups of the social order, within which so many of 
the conflicts of a democracy should be resolved and so many 
of its responsibilities born. The parliament became the focal 
point of all attention, the source of all comfort and help. Not 
only was it inadequate to such a role, but it found its in- 
adequacy compounded as more and more business was thrust 
upon the national government. The liberals first forbade the 
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state to do anything; and then they compelled it to do every- 
thing the social order might conceivably require. Between 
the naked individual and the sovereign state they left no 
fertile middle ground in which conflicting wills could be 
reconciled. The individual became excessively individualistic, 
and the only way he could be controlled was by a government 
which became excessively busy. 

But the deeper failure of liberalism was in the realm of 
foreign policy. Through a strange series of circumstances 
liberalism became identified with nationalism, nationalism 
became identified with self-determination, and presently the 
fabric of viable organizations and settled international habits 
were being torn up in the name of abstract formulas. It was 
ironical that the upholders of individualism should have 
become the supporters of the national behemoth—the more 
so because it was the conservatives who had first allied 
themselves with nationalism as a barrier to the heady inter- 
nationalism of the French Revolution. But the liberals made 
the practical observation that in countries where nationalistic 
sentiments had come to flourish, as in England or post- 
Napoleonic France, the parliamentary regime was apt to be 
strongest. They were right in thinking that the liberal revolu- 
tion in 1848 would lead to the establishment of parliamentary 
institutions in Italy; they were disappointed in Germany, 
where unification was followed by the iron rule of Bismarck. 
But the relationship between nationalism and individual 
liberty was on the whole well founded, and the liberals were 
sensible enough in connecting themselves with the energies 
of this growing force. 

It was, nevertheless, a dangerous alliance. Acerbated feelings 
of nationalism could do strange things to the free conscience 
of the individual—to that independence of thought and 
judgment upon which the liberals had placed so great an 
emphasis. When the nation became the supreme good, as 
the Dreyfus case in France made plain, the free man was in 
jeopardy. 

But the real trouble went deeper. For the liberals were not 
content to accept nations as they existed. They wanted to 
go out and discover nations; they even wanted to go out 
and make them. The nation was for them the ultimate form, 
not seen as one of many groupings, from the family to a world 
community, in which the individual could find his personality 
shaped and his loyalties engaged. The nation was an end in 
itself, not a halfway house to some larger synthesis. It was 
the other side of the coin of individualism, and therefore it 
was important that it be composed of individuals who spoke 
the same language and were inclined to the same beliefs. 
If nations were composed of diverse strains, then they must 
be taken apart and put together upon more rational prin- 
ciples. The reconciling and mediating of differences, the 
essence alike of politics and diplomacy, the liberals sought 
to avoid by redrawing of the map. They posited a homoge- 
neous community of sovereign, individual wills. And where 
such a community did not exist, they fabricated it. 

The peace settlements after World War I represented 
international liberalism’s hour of triumph. The breakdown of 
the colonial systems after World War II was a fitting after- 
math. I am not arguing that the day of colonialism should 
have been indefinitely prolonged; I am only suggesting that 
the zeal with which the traditional liberals in all the Western 
countries promoted the dissolution was somewhat excessive 
and that their assumptions were often mistaken. The idea 
persisted that by giving a free rein to nationalism, parlia- 
mentary government would be assured. The making of autono- 
mous states still seemed to represent a higher degree of 
virtue than maintaining the equilibrium and the rooted ties 
of such an organization as NATO. Americans, it is true, 
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learned something about the dangers of tearing a community 
apart as the result of their own problem of desegregation; 
they were reminded that the cause of freedom can sometimes 
be better maintained by moving forward with a slowly ma- 
tured, evolving consent than by force and fiat. But in general 
the conviction remained that immediate national inde- 
pendence, even if it involved the most basic denials of free- 
dom, was inherently and incontrovertibly better than an 
evolutionary colonialism with rights guaranteed and a balance 
within the community assured. 

Within the liberal dogmas, meanwhile, the way was pre- 
pared for the rise of the Left. Historically there is, of course, 
a wide divergence between socialism and liberalism—between 
Marx meditating his eternal conflicts in the British Museum 
and Mill meditating a natural harmony. But in theory there 
was a point of resemblance, strong enough for us to say 
that the liberals nursed in their bosom the foe that was to be 
their undoing. For while the liberals were going off all over 
Europe looking for separate nations, the Marxists looked 
within; and they discerned at the core of the industrial society 
a new nation, ready-formed and waiting to be called onto the 
stage. What they saw was the nation of the workers: the 
proletariat—destined, as they believed, to supersede all other 
groups and classes and to shape the whole state in accordance 
with its particular values. The liberals might have seen this 
to be from one point of view alone a basic heresy—a denial 
of the idea of balance, of compromise between conflicting 
orders of society, which is the basis of the constitution and 
the essence of parliamentary regime. But instead the liberals 
hesitated. They had themselves encouraged at home the idea 
of a uniformity of interests, a natural harmony of wills—as 
abroad they had encouraged the shaping of homogeneous 
nations. They had not really understood the genius of com- 
promise, the necessity of reconciliation and adjustment be- 
tween diversities. So they hesitated, and it was not until after 
long and painful experience that they were to see clearly 
the danger which they should have seen from the first moment. 

I have argued that liberals came to today’s struggles in 
defense of freedom unarmed, or disarmed, by illusions and 
by the inadequacies of their basic philosophy. I could make 
as heavy a charge against the conservatives. Their view of 
life equipped them to understand values, to be sensitive to 
historical forces, to appreciate the warm and colored things 
of the world. But they wasted all their wisdom because they 
were without faith, They were born to pessimism, and 
their pessimism betrayed them. Here and there a great con- 
servative leader (one thinks inevitably of Churchill) was 
able to combine the gift of magnanimous action with a con- 
viction that things had their own origin and could not be 
made or unmade according to an abstract formula. But for 
the most part the conservatives were paralyzed by fear. They 
might have filled the nation with a consciousness of the 
energies springing from diverse, ancient roots; they might 
have poured new life into the richly overlaid organisms of 
which the international order was composed. Instead they 
grumbled and complained; they said the free constitutiona! 
order was in peril of being overthrown by a word. When 
McCarthy came along, too many of them, alas, thought it was 
he who was going to save the commonwealth. 

But I have said enough about the past—and McCarthy, 
happily, is very much in the past. What we confront in the 
United States today are new problems, putting the inter- 
preters of freedom to as severe a test as the struggles of 
past generations over social legislation or the extension of the 
franchise. Desegregation apart (and by isolating it I do 
not mean to minimize it), the issues are not in the political 
arena. In politics there is a widespread—perhaps an alarm- 
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ingly widespread—agreement on means as well as ends. 
The issues, rather, are in the moral realm. They concern 
man’s spirit. What we face is a real question as to whether 
the independent being, the individual of conscience and con- 
viction, is any longer to have a place in our society; and 
our difficulty is that the political traditions inherited from 
the nineteenth century do not give us the light we need. 
Among the upholders of freedom the conservative tradition 
discounts too cynically the individual’s capacity for disinter- 
estedness and magnanimity. The liberal tradition treats the 
individual too abstractly, a calculating automaton cut off 
from the social context. 

What is happening to the once-free man? We all know 
the amswer currently given. He is being submerged, it is 
said, in the group. He has ceased to worry about getting on 
and worries instead about getting im. The lust for popularity 
has taken the place of the lust for power, and the dream 
of security has succeeded the dream of success. There may 
be some exaggeration in all this; but I must say many of the 
current trends are disturbing enough. I mention three, each 
one of which is a kind of grotesque parody of what we might 
have expected of the free citizen. First, the move to the 
suburbs. Here is twentieth century man escaping from the 
anonymity and purposelessness of the great city, owning his 
own plot of land, cultivating his own garden. But what is 
the result? Instead of being more independent, he is the 
slave of the most belittling social pressures, imparting to the 
suburban life the tone of grey anxiety and dull uniformity 
which hangs over its growing expanse more heavily than city 
smoke. Secondly, the extension of leisure time. Here is our 
free man having at his disposal the gift of the gods, time 
to be himself, time to invite his soul, to indulge his fancy 
in humorous or eccentric expression. But again, the result is 
not liberation. It is the spectacle of millions listening to the 
same television programs, crowding the highways in search 
of the same means of escape. 

Take, finally, the immense abundance of goods with which 
the modern citizen has been showered. Is this wide choice 
a means of confirming and expressing the personality, of 
giving a sense of ease and freedom in daily living? Too often 
it is merely a source of fresh anxieties, with the consumer 
looking upon material things more as symbols of prestige 
and acceptance—badges of belonging—than as reflections 
of what he is and what he values. The old way of possessing 
a thing, of keeping it and loving it and putting the marks 
of one’s spirit upon it, had certainly its drawbacks, and led 
down the path of covetousness and materialism. The way 
we associate with the American of an earlier generation— 
discarding things ruthlessly, wasting them prodigally—had 
its,drawbacks too; but there was in it at best a fine un- 
worldliness of disdain. Is there anything, however, to be said 
for this new way: this joyless acquisitiveness, with things 
owned and yet not owned, disposed of as fast as they are 
acquired at the behest of the advertiser or under the pressure 
of group compulsion? 

The individual puts himself in the mood to be fooled. Do 
not suppose that there are lacking those who are fully 
prepared to fool him. We listen somewhat incredulously to 
reports of the psychological studies being conducted by 
those who would influence the choice of the consumer— 
methods by which the subconscious is directly reached and 
acted upon. Virtually identical products, like cigarettes or 
soap flakes of differing brands, are sold by the shape or color 
of the package, through a process of appeal measured with 
the most devilish scientific exactitude. Prospective purchasers 
are deliberately encouraged to enter into a kind of trance, 
susceptible to the lure of “impulse buying.” What began when 
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the citizen sacrificed independence in the hope of gaining 
security, ends with him a puppet of “hidden persuaders.” 

We pride ourselves upon being a society without social 
or economic classes. We rejoice in an equality seldom matched 
in history. But an equality among men who are not free 
souls is a dangerous illusion. A sensitive observer from 
abroad remarked to me the other day that what struck him 
most forcibly on revisiting the United States was the in- 
creasing gap between the masses and the small, highly-edu 
cated elite. He professed to see in our educational system a 
tendency to produce vast numbers of amiable but intellectually 
undisciplined boys and girls, together with a minority 
destined to proceed to the heights of the most advanced 
scientific and administrative training. He saw in our con 
suming public an immense flock of sheep led about by the 
nose. One may deny such things; but the fact remains that 
a social order which creates equality without creating charac- 
ter opens itself to the domination of the unscrupulous or 
the merely clever. 

Have you ever been struck, as I have, by the somewhat 
paradoxical fact that the charge against the modern genera- 
tion is the degree to which it lives and moves in groups? 
Is it so fatal to be group conscious? Not long since many 
of us who are concerned by present trends were equally 
concerned by an excess of rugged individualism; we sought 
men with the capacity to submerge themselves, to achieve 
a sense of participation and cooperation in the midst of 
social entities larger than themselves. Something went wrong 
with that dream, and I think I see now what it was. The 
group life we witness today is not that of free spirits com- 
bining for purposeful ends. It is rather the coming together 
of men and women desperately afraid of being lost in the 
mass. They are human beings with some of their humanity 
worn off by the incessant pressures and demands—the glaring 
lights, the loud voices, the blatant appeals—of the modern 
social order; and they seek any shelter rather than the ulti- 
mate indignity of being lost. Therefore they strive pathetically 
to belong—not knowing quite what it is they want to belong 
to, nor how to keep themselves within the boundaries of the 
uncertain and shifting group. 

As equality without moral autonomy is subservience, so 
group life without moral autonomy is a pathetic nervousness 
and conformity. There is the whole story. Every development 
taking place in today’s America will be distorted, every 
hopeful impulse shadowed, unless at the heart of them there 
is the whole citizen, the independent being who will stand 
and will not bow down. We can still make of our suburbs 
a new and satisfying community; of our free time a creative 
leisure; of our technology a force ministering to the deep 
needs of man. We can do these things, but only if we recover 
something of the clearness and hardness, something of the 
angularity and the cussedness, which has always characterized 
the free man. 

There is no easy way of recovering them. Education is 
perhaps the main answer. It should be possible to devote as 
much ingenuity to discovering ways of teaching men and 
women to resist as we now devote to teaching them to suc 
cumb. I can imagine making little children test their parents 
to see whether they can recognize blindfold the brand of 
cigarette to which they are unalterably addicted; or inviting 
them to choose soap flakes because of the color of the 
package, and then showing them how undetectable is the 
difference in the product within. A school of that kind would 
probably be called subversive. And in fact it would be—as 
every educational institution is subversive of present ten- 
dencies which stresses the use of rational processes and the 
old disciplines of classical learning. Somehow we are going 
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to have to create schools and colleges which are not re- 
flections of the market place, saturated with its values and 
susceptible to its pressures, but which place themselves 
athwart society and pride themselves on being places apart. 
Of course there would have to be teachers who were 
themselves capable of resisting. There would have to be 
school masters and college presidents who could withstand 
the internal blandishments of modernity. Where are they 
to come from? I spoke just now in disparagement of an 
elite, but in the end it is an elite of the spirit that will save 
us, or nothing will. And such an elite is bound to make 
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itself seen and felt. In human affairs there is a recurrence of 
moods and seasons; the one thing sure of today’s fashion is 
that it will pass, and of yesterday's fashion, that it will return. 
These ideals of domesticity we now find elevated, the goal 
of security that seems unchallenged will breed their inevitable 
reaction. The New Puritanism—for there will inevitably 
emerge a new Puritanism to replace the old hedonism— 
will have many unattractive features, and will itself give 
way in time to something more humane and warm-hearted. 
But it will serve its purpose. It will sweep through its day 
like a harsh and invigorating wind. 


Positive Employee Relations 


AN OBLIGATION OF MANAGEMENT 
By HERBERT E. MARKLEY, Assistant to the President, The Timken Roller Bearing Company 
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basic to successful industrial and commercial operations. 

It is particularly rewarding when it can be examined 
with a group charged with establishing, promoting and 
accomplishing good employee relations—both collectively and 
individually. 

T. F. Patton, president of Republic Steel Corporation has 
said: “Management has learned that the welfare of its em- 
ployees is just as important to the success of a company as 
making products and selling.” I believe we can assume every- 
one here accepts that statement in principle. How best to 
accomplish the optimum in employee welfare may—and 
usually does—lead to argument—or at least vigorous dis- 
cussion 

There are some folks who think the approach of our 
company to employee relations is unorthodox. This fact 
prompted your program chairman to suggest that I give an 
account or a case history of our philosophy of employee 
relations and its application. 

I shall, for the most part, be concerned with that philosophy 
as it applies to employee relations influenced by unions. 
That may be why I was warned—with perhaps a slight note 
of anticipation—that everyone here might not agree with 
everything we do, which is, of course, a challenge. I hasten 
to add, however, that this will not be our first experience 
with a difference in point of view. Some of you have un- 
doubtedly heard of the United Steelworkers. 

| want to present my remarks by first expressing our 
philosophy of employee and public relations, then by de- 
scribing some things we have done to implement this 
philosophy, and finally by making a few short conclusions 
about its effect. 

We have approached employee relations as we would any 
other problem; that is, to treat it positively. First of all, we 
have insisted that no one—and I repeat, no one—but man- 
agement has the responsibility and the right to manage. 
That to us includes the obligation to consider and solve 
problems arising in the employer-employee relationship, be 
they real or fancied. 

Second, we are convinced that planning in this field must 
be just as forward and as imaginative as in a sales program 
or in the designing and manufacturing of a product. This 
means that we have to be looking years ahead and not just 
to the end of the next negotiations. 

Third, we think our employees, their families, and the 
public must be informed about the results, implications, 
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and consequences to them of any course of action the com- 
pany may follow either voluntarily, or from being forced 
by a union. 

The charge is often leveled against us that we are against 
unions. We are not against unions nor are we out to break 
them, but we have no intention of handing our plants over 
to union leaders, and we will continue to resist any effort 
by anyone to emasculate the job of management. We have 
a written labor policy published and which each new em- 
ployee is required to read which says: 

“With regard to Unions we are neutral. We believe in 
and practice collective bargaining within the laws governing 
it. The Company recognizes labor’s right to bargain and 
Management's inviolate right to manage. You can get and 
hold a job with the Timken Company if you belong to a 
Union and receive the same treatment and benefits from 
the Company as any non-union man. The Company insists on 
che right to hire the best qualified person for each job. Your 
opportunity to advance is limited only by yourself. Pro- 
motions are made on the basis of your abilities, skills and 
seniority. When hired by the Timken Company you must 
become a member of the Union for a brief period. You 
then have the right to make your own free choice to either 
stay in the Union or get out. In either case you may continue 
to hold your job at the Timken Company without preju- 
dice.” 

This policy is observed to the letter. We know that the 
average employee in a factory may think he does not have 
the ability, the knowledge or the disposition to present his 
case effectively. He may want someone to look out for 
his best interests, and if he feels that a union is the best 
agency to accomplish that job for him, we are perfectly 
willing to meet with his representatives to bargain on matters 
affecting wages and working conditions in the manner pro- 
vided by law. An employee in our plants is required, however, 
first to discuss a grievance with his foreman alone. 

We make a sharp distinction between employee relations 
and labor relations. The latter term is applied to relations 
with union officials and representatives within the frame- 
work of collective bargaining. Employee relations, in our 
thinking, are represented by the day-by-day exchange be- 
tween employees and management. One can correctly as- 
sume that our labor relations are strained at times. You 
can also conclude, as I do, that as employee relations get 
better, in our mode of operations, labor relations may worsen. 
I stress the semantics here in the hope that you'll believe me 
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when I assure you our employee relations are of a very high 
order. : 

We believe discipline is part of a foreman’s job. The prac- 
tice of seeking the help of a union official to “straighten 
out” an employee is an abdication of management in our 
opinion. A foreman is a boss, a title to be proud of, not 
apologetic about. A good boss should act like one. I am 
chagrined that “Boss,” like “Capitalism” and “Profits,” has 
come to have a bad connotation. 

Another strong belief is that the provisions of a contract 
are to be observed as negotiated, written and signed—by 
the company, the union and the employees. We forbid side 
agreements. To illustrate: if a meeting is to be held within 
five days from a specified date, it’s held then or not at all. 
If an appeal from the disposition of a grievance must be made 
in 10 days, it is no good on the 11th. Swift action against 
breach is certain, and expected. 

A further conviction which we have is that well-informed 
employees will act in a way which contributes to our mutual 
best interest. We intend to see they are informed. The public 
is also interested in what a large employer in the community 
does. The influence of a neighbor on an employee cannot be 
discounted. Our hope is that trouble can be avoided by 
expecting people to reason logically if they have the facts. If 
in spite of all efforts trouble still comes, it may be minimized 
if employees and the public have a complete understanding 
of the circumstances. 

We are against industry-wide bargaining, a practice 
which promotes the labor monopoly even further. In addition, 
when all producers in an industry have the same contract, 
it’s very easy for management and unions to agree on wage 
boosts greater than increased productivity justifies, which 
wage boosts are then passed on in ever rising prices. The 
public, of course, suffers. Our problems differ considerably 
from those of the basic steel companies which set the pattern 
which, in many respects, the union expects our company to 
accept. We bargain with the Steelworkers, if I failed to say 
so, and we were really outraged this past summer when an 
imported specialist of theirs opened one of our negotiating 
sessions by saying there was really nothing to discuss as to 
his specialty, since that part of the contract had already been 
agreed to on our behalf by negotiators in New York. That, 
I can tell you, was a lively session. A quick check with the 
“Big Steel” negotiators revealed the statement to be com- 
pletely false. 

We are convinced an employee’s welfare is tied in with 
the best operation of the company and that his interests and 
the company’s interests are compatible. We reject the idea 
that the two interests are diametrically opposed. It follows 
then that, if by treating an employee as an individual and 
with dignity we can persuade him to identify his progress 
and welfare with that of the company, it is a worthy aim. 

We are quite aware that the better job we as management 
do, the more strained our labor relations may become, a 
thought suggested a few minutes ago. This is so because a 
labor leader lives on strife. If there is none, there is nothing 
for him to do; he isn’t needed; he must create problems. 

Now years ago labor leaders were willing to confine 
themselves to making sure employees received fair treatment 
and good wages, and had good working conditions. The 
modern labor leader in an era of enlightened management 
would have little to do. So to promote himself, to make more 
jobs in the labor movement, to justify higher dues and heavier 
assessments, he had to expand his field of operations. What 
offers more opportunity than, in the spirit of brotherhood, 
to help management manage. So labor pushed for and suc- 
ceeded in getting into many contracts provisions for joint 
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safety committees, joint pension boards, joint job evaluation 
committees, requirements of union approval on schedules, etc. 

In the most “modern” contracts there are requirements 
that the union approve selling prices, product designs, pur- 
chase of equipment, location of new plants and advertising 
campaigns, to mention a few. So far we have successfully 
avoided committing this kind of management hara-kiri. 

We are likewise repelled by such things as furnishing 
union stewards with offices, paying stewards while on union 
business or giving super-seniority to union officials and 
stewards. This all seems ridiculous to us. To refuse to pay 
someone to put you out of business may be old-fashioned 
but, like motherhood, it still has some virtue. 

It should now come as no surprise to you that we are 
unalterably opposed to the union shop. We are just as op- 
posed to the union shop as we were to the “yellow-dog” 
contracts of years ago. That dog now on a union leash 
is just as yellow as when shortsighted employers pulled 
the chain. 

It would have been so much easier for us in 1956 to have 
agreed to a union shop for new employees, as many steel 
companies did. For management to contract to take away 
an employee’s right to make a choice, or to make him sup- 
port an organization not of his choosing without first fully 
explaining the consequences of increased dues and of pos- 
sible heavy and frequent assessments, would be a breach 
of faith. We did explain it and the results proved the wis- 
dom of our efforts. Our new employees still have the freedom 
of choice. 

One further thought. Negotiations can begin 60 days prior 
to expiration of a contract. That is ample time to reach a 
new agreement if the parties honestly bargain in good faith 
We have always questioned the wisdom of around-the-clock 
bargaining which become endurance contests to which neither 
the union nor management representatives can bring their 
best minds. We bargain from 8:00 A.M. to 12:00 Noon and 
1:00 P.M. to 5:00 P.M. five days a week. We refuse to make 
employees pawns in a game in which would-be actors take 
advantage of minds numbed with fatigue to come to a 
dramatic conclusion at 3:00 in the morning which could have 
been reached just as easily at 5:00 in the afternoon. Some of 
my friends who indulge in this kind of bargaining argue that 
when agreement is near, management has an obligation to go 
through the night to avoid a strike. We have never done it, 
and our record of time lost in strikes will compare very 
favorably with those who follow the practice. The union 
incidentally abides by that rule. At 12:00 Noon and at 5:00 
P.M. a red light flashes and a bell rings. School is out. 

One of the real outrages in labor relations is the destruction 
of property and physical violence which often occurs in a 
strike. We have had bombings, employees’ cars run off the 
road and physical beatings. When law enforcement agencies 
would not or could not do something we decided on this: At 
the beginning of any labor trouble we advertise that a $10,000 
reward will be paid for information leading to the arrest and 
conviction of each person who threatens or maliciously 
injures the person or property or the immediate family of 
any of our employees because the employee works or attempts 
to work during the strike. Such incidents have become far 
less frequent. 

Following these comments about our philosophy, what 
do we do in practice to promote positive employee relations? 
We believe a company must be a citizen in the community 
a good citizen. As a good citizen it should speak up when 
anything threatens the best interests of the cornmunity, direct- 
ly or indirectly. For many years in the newspapers, on the 
radio and by direct mail to employees’ homes, we have com 
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mented, among other subjects, on the evils of communism, 
the impact of high taxes, the consequences of federal control 
of local projects, the need for good citizens to understand 
and then to make their positions known to elected repre- 
sentatives, the obligation to register and to vote, and the 
effects of union proposals. 

To limit our discussion here to union programs we have 
explained their effect on the jobs of employees, the health 
of the company, the economics of the community, and the 
freedom of the individual. This kind of approach cannot 
begin just before negotiations. It must go on continuously 
so that employees learn to have confidence in what man- 
agement says. They must have a chance over a period of 
years to verify company conclusions. For instance, what we 
said in 1949 before and during the pension strike—when 
we advocated and offered a better pension program than 
the International Union would allow the local unions to 
accept—contributed to the faith our employees placed in 
us in 1956. Employees must have an opportunity to learn 
that management is sincere and is not just engaging in a 
whirlwind campaign during a campaign year. To do it only 
during a year of negotiation makes the program less effective. 
Results accumulate just as they do from sales promotion and 
advertising. 

We go directly to the family group. You have been ad- 
monished not to underestimate the power of a woman. The 
influence of the wife is just as potent in the field of employee 
relations as anywhere else. In fact, she deals in a very realistic 
way with the problems of feeding and clothing the family. 
We think she will take an objective stand if she knows what 
it’s all about. 

It is possible to sell the company just as well as we sell 
products so we reviewed our techniques. We have never 
been timid about telling you as customers how good our 
bearings are, so we reasoned that if we have a good place 
to work, why not say so? We adopted proved advertising 
approaches, Families are good copy. In one series we select 
an employee for each ad who has acceptance by his fellow- 
employees and proclaim that John is safer in our plant than 
at his home. We show a picture of John with wife, Emily, 
and the children in their home together with a statement 
that we have fewer accidents in our shops than occur in 
homes for a comparable number of people. In the series I 
have just mentioned we get the support of the employee, 
his family, his co-workers, and friends for the attention we 
give him and at the same time we tell our safety story. 

We answer any untruthful accusations made by union 
leaders. It is their practice as negotiations approach to make 
blast after blast about the deplorable conditions in our 
plants. That doesn’t jibe with our advertising so we don’t 
just yell louder—we go into action. 

Let me tell you what happened this past year. With the 
1956 negotiations coming up, the union began its usual 
conditioning by proclaiming that we were operating a 
sweatshop. Now we consider a sweatshop one in which 
long hours are worked at backbreaking tasks for very low 
pay. What could we do about a charge of this kind? Well, 
we invited every service club, the clergy, the doctors, the 
lawyers, the barbers, the mailmen, the police, the Urban 
League, the Junior League, the Woman's Clubs and anyone 
else who wanted to see, to take a tour of our plants followed 
by lunch or dinner with company executives in the company 
dining room at which time they could ask questions, with 
no holds barred. 

Visitors came by the thousands and they saw the effects 
of a company policy to take every job we can off the backs of 
men and to put it on machines. Our vice president in charge 
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of engineering has as his primary objective to let machines do 
the work and let the men use their minds. To forestall a 
popular argument that machines are putting men out of work, 
our employment has increased 500 per cent in the last 30 
years in spite of tremendous mechanization. Some guests were 
in fact downright astounded to see mill operators sitting in 
upholstered armchairs manipulating levers and crane operators 
sitting in air-conditioned cabs. They were surprised to see 
women with well-kept hair-dos, highly manicured nails and 
nicely dressed in clean smocks. 

These visitors also observed the earnings of our employees. 
We set up a huge board in which we placed actual bills and 
silver equal to the average payroll for each employee. We 
broke this currency down and placed in one pile the amount 
that went into his pay check, another pile contained the 
amount that was withheld for taxes, and then other piles to 
show what was set aside for each of a series of fringe benefits. 
To augment the display we published several times a week 
the actual earnings of specific employees selected from every 
department from sweepers to toolmakers, with emphasis on 
the fringe benefits which everyone seems to want to ignore 
but which are very much a part of wages. Many visitors 
learned that our employees were making more than they were. 
This took care of the low wages of a sweatshop. 

It was common knowledge that no one worked more than 
eight hours a day. 

A by-product came from this too. We encouraged visitors 
to ask people in the shop any questions they wished. This 
was to keep anyone from charging we were giving a slanted 
view. Our employees made sure our visitors got a good 
impression, and the pats on the back which visitors gave 
didn’t hurt either. 

After seeing no men chained to their machines and no 
exploitation of child labor, visitors came to the conclusion 
that what the union leaders were saying was untrue. That 
partially explains why there was little sympathy for a strike 
in 1956. About two months after the visitations were well 
under way, the union newspaper stated it was happy to 
report that the majority of sweatshop conditions had been 
eliminated in ‘the company plants. The only changes made 
were the visitations. 

Many years ago we learned that union negotiators do nox 
report issues accurately so about 10 years ago we began to 
issue daily bulletins which were a digest of the day’s nego- 
tiations. These digests were factual. Originally they were 
given to supervisors only, so that within hours after a meeting, 
employees who came to them could receive accurate informa- 
tion. This had the effect of employees asking the foreman, 
rather than the union steward, for information. They found 
the steward could give only a distorted report even though he 
might have wanted to give the correct information. 

Later we installed a “Communicator” on our telephone 
system so that by dialing number 2 a summary up to three 
minutes in length could be heard. We gave a report im- 
mediately after a morning session and immediately after an 
afternoon session. This permitted a foreman at any time dur- 
ing his shift to catch up on the very latest in developments. 

In preparing for the 1956 negotiations we decided on an 
even more direct approach. About the same time the union 
was fouling its nest with its sweatshop propaganda we 
thought some of the upcoming issues should be highlighted 
for employee and community understanding. We stressed the 
often neglected fringe benefits. We wondered how much 
employees really wanted in more fringes so we created Joc 
Fringe and made him a national figure. We had him repro- 
duced on balloons for the kids. Wooden nickels indicated 
what too many fringe benefits would do with respect to 
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spendable earnings. Our numerous ads and radio spots 

pularizing Joe gave rise to jokes which we welcomed 

cause all of this was making people aware of the fringe 
benefit situation. We even added a thirteenth month to some 
of our company calendars around the plant which showed 
Joe’s smiling face along with the already popular bevy of 
lovelies some of you may know about. This thirteenth month 
had 59 days, the number of days a man had to work to earn 
his fringes or, to say it another way, the number of days’ 
earnings to equal the cost of fringe benefits. 

We try to say things in a language familiar to our em- 
ployees so at this same time we suggested readers consider 
the yellow-dog aspects of the union shop. 

You think perhaps some of this is corny. Maybe it is, but 
I have been to equipment or trade shows where the best 
known companies were handing out to callers at their booths 
some pretty corny stuff. Why were they doing it? Because 
they thought it would help sales. Because the gimmick was 
a reason for an extra thought or comment about their product 
or their company. Well, I see no difference—if a gimmick 
will sell a product it will sell an idea. 

After this build-up of acquainting the employees with the 
issues, which went on for some months, the time for nego- 
tiations actually arrived and we then decided to give each 
employee and his family a digest of each day’s negotiations. 
We also sent them to many friends in the community and 
in all segments of industry. As I said before, these digests 
were factual and were delivered by first-class mail at the 
homes of employees by midmorning of the following day 
and gave the news to the family before the news media 
had it. Employees looked and waited for each day’s digest. 
We were literally amazed at the interest they showed. They 
went to union meetings and from what we heard, instead of 
the meetings being controlled by well-placed “red-hots,” 
the responsible employees got up and had their say with 
plenty of support once someone broke the ice. 

To keep interest high and to popularize company offers, 
ball-point pens began to show up in our shop. A different 
color identified each new offer. These pens were in limited 
quantity—about one-half as many as there are employees— 
to make them wanted. The distribution was informal. Each 
foreman had some and all other management personnel, 
including the president, carried a supply when in the shop. 

You see, all of our top management spends some time 
on the shop floor during any day they are in the office. 
We think that’s a pretty good idea too. Employees began 
asking for these pens and it was always an occasion for a 
comment or two, not necessarily about the labor situation, 
but many were. It did get employees to talking about the 
proposition. The poets in our Labor Relations Department 
got some practice in writing limericks. Here’s what was 
on the pens: 

a. Your dough—not Joe’s 

16¢ = $25.00 - $30.00 a month 
It's yours—Speak up 
b. Income Security Plan 
16¢ added to your pay 
5¢ more for a rainy day 
Why the delay—Get it today 
Join the 21 Club 
c. Too much of anything is bad they say 
More Fringe Benefits mean less pay 
You must agree it does make sense 
Forget the Fringes—take 21 cents 
d. 3 more years of happy days 
3 more years of regular pays 
Strike Loss 1956—0O 
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It is an event for Dad to say to Mom after work that the 
president, or the vice president, or the factory manager, or 
his foreman gave him a pen today. Most people in this 
country still respect ability and success and want to be 
identified with it. We felt these efforts gave our employees 
a chance to feel closer to management. 

We have always had a court zeporter present at all meetings 
between the union and the company. To complement the daily 
digests we also made available the verbatim transcripts of 
negotiating sessions to any employee who wanted to read 
them. 

We have used other approaches. To mention two briefly: 
Each day for one year, an executive invited a small group 
of employees to have lunch with him in the company dining 
room. Any time-lost was paid for, but attendance was purely 
voluntary. 

We wanted to do something for each employee. So be- 
ginning several years ago on his birthday the employee 
received from his supervisor a little gift. Two years ago we 
gave each employee a very fine hammer which uses our 
seamless steel tubing in the shaft. The employee’s name was 
etched on the head. An informal survey has shown over 
half these hammers have never hit a nail—either the steel 
kind or the thumb kind. The man is so proud of it he dis- 
plays it for visitors to see in his home. My own is kept in 
my library. Last year we gave a sportsman’s axe, made in 
the same way, also with the employee’s name on the head. 

It isn’t possible to discuss each effort we have made but 
there are a number of others most of which are familiar to 
you, including the employees’ magazine, the monthly letter 
from the president, reading racks and bulletin boards. 

Now it is difficult to sell a product if it fails to measure 
up to your claims for it. It is also true of employee relations. 
Management has to do its job and make unmistakably clear 
that it has the ability to manage. To develop thar ability, 
along with you we do a lot to train our foremen and try first 
to make our policies clear to them. Union contracts are 
thoroughly explained, using among other things the best 
flannel board techniques we can devise. Then our Labor Rela- 
tions people are tuned in closely to top management thinking. 
Our director of industrial relations really works at his job. 
He spends long hours not only with the vice president in 
charge of that division but with factory management as well, 
to make sure there are no crossed signals. 

In the matter of safety we make sure that no hazards in 
our plants are overlooked, and if we find something wrong 
we take care of it. We don’t feel a joint safety committee 
would contribute to the record we already have of the 
safest plants in our classification in the state. 

Foremen are trained and expected to settle grievances 
on the floor. Coordination with labor relations is very close. 
A grievance doesn’t go to arbitration if we are wrong. That's 
why we have won approximately 90 per cent of them. It 
also explains why we have not agreed in our contracts to 
have arbitrators appointed by the arbitration associations. 
We think that arbitrators so appointed tend to decide cases 
on a “one for you” and “one for you” basis or they decide 
cases on compromise. Our feeling is that if we are right, 
there is no such thing as dividing up awards nor is there 
any place for compromise. 

Is there a reason for positive employee relations? For 
taking a firm, honest position and expecting your employees 
to support it? I'll leave that to you. But I would call your 
attention to two or three trends which make good employee 
relations desirable. We have agreed to the steel industry 
pattern on economic issues in a general way. Our employees 
haven't always wanted the same things the union has advo- 
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cated. We fully appreciate that an employee of ours repre- 
sented by the same union wants to receive as much as his 
neighbor who works for another steel company. On other 
issues, which are often the real reason for a strike, we do 
not always go along with the steel industry. 

Efforts to bolster a union leader's hold or to enhance his 
position as an individual, to create union jobs, to provide 
for union participation in management, to develop a basis 
for harassment of the company or to do other things which 
have little or nothing to do with our employees as such, 
are strenuously resisted. 

These things on the horizon will be accomplishments to- 
morrow if more companies do not develop programs designed 
to stop them. Maybe you want them. We don’t. Because some 
of you may agree with us | have described our approach 
and this explaims why | would like to take the next few 
minutes to express my fears. 

Firsc, | am convinced increased efforts will be made by 
union leaders further to hamstring managements. Eventually 
they hope to have equal voices on the boards of directors of 
the Corporations. 

Second, you all know of the drive to be made for a dras- 
tically reduced work week. Even union researchers say can- 
didly that the shorter week is to provide more overtime, 
necessary to produce enough goods and services to meet 
the needs and desires of our population. At this time then 
a shoiter * ork week appears economically unsound. When 
the day comes that we can produce sufficient economic 
goods in a shorter week, we'll accept it. We remember the 
60-hour weeks we once had and the prophets of doom when 
the 40-hour week came. But there must be some limit, or 
we can go to 0 hours and go home right now. 

Significantly, the unions have not explained how capital 
goods will be utilized efficiently. We have enough trouble 
now getting the kind of help needed to keep these tre- 
mendously expensive new machines going. How we can 
do it by working even fewer hours at labor rates 25 per cent 
to 30 per cent higher than today is something to think about. 

Third, I am concerned about plans to unionize office em- 
ployees, particularly engineers. Our industrial progress has 
been the result of fine engineering. I am having trouble 
visualizing continued gains in that direction by regimented, 
unionized engineers. But the effort will be a virile one, be- 
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lieve me. Why do you think an officer of the United Steel- 
workers pleaded here in Cleveland last week for a 50-million- 
dollar slush fund? He needs it, he says, to protect the mem- 
bers against employers who will destroy them at the first 
opportunity. I think it more likely it will be used to intensify 
organizing efforts of salaried people, to build up strike funds, 
and to exercise more influence on legislators to give employers 
their lumps. He will have no trouble raising the money. He 
has the formula. First, he has the union shop in most places. 
Then dues were increased 66 2/3 per cent this year, maybe 
more next year, and the base has been laid for assessments 
of any size. 

Now to conclude, has our approach produced any results? 
We think it has. 

1. Because we regard a contract as just that, we have not 
lost a day in wildcat strikes since 1946. 

2. We avoided the industry strike of 1956 and the short 
one of 1955. Even in 1952 one of our unionized mills con- 
tinued to work. The local president himself worked through- 
out. 

3. We have been able to keep out of our contract any 
kind of clause providing for union participation in manage- 
ment decisions. 

4. Our productivity has improved. 

5. Employees and citizens in the community are now 
saying to us they are beginning to see the wisdom of many 
of the things we have done where once they criticized. 

6. We believe our program has helped to improve living 
standards of our employees and of others in the community 
who benefit indirectly. 

7. Our new employees still have a choice of whether or 
not to be a union member. 

8. Our customers have benefited by uninterrupted deliveries. 

9. Our stockholders have benefited by reduction in work 
stoppages and the profits made from increased sales to cus- 
tomers to whom deliveries were made without interruption. 

We also know we have rough roads ahead unless more 
employers join us. A really few companies with the courage 
of The Kohler Company, to name one, and with a program 
of positive employee relations can convince employees that 
their interests are the same as those of management. 

Gentlemen, it’s not only a challenge, it’s an obligation 
of management. 


Should We Abolish the Jury System? 


THE FUNCTION OF THE JURY 
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February 7, 1957 


S A STARTING POINT for an examination of the jury 
function, we can accept as certain that every organized 
society has recognized an imperative and continuing 

necessity for a mechanism to dispense justice. The imperative 
nature of that need cannot be better illustrated than by the 
present backlog of not less than 50,000 cases pending in 
Cook County and awaiting a determination of their merit. 

In this country, since its formation, we have been com- 
mitted to a judicial mechanism of trial by jury. Here, all 
persons have a right, guaranteed by the United States and 
l!linois Constitutions, to have their interests thus determined. 
During our formative years, the system was notably successful 


in the small community that then moved at a leisurely pace; 
there was no difficulty in promptly assembling a jury to pass 
upon the rights of individauls, and even today the small 
community continues to be well served by the jury system. 

Since the advent of the automobile, however, there has 
been an enormous increase in the amount of litigation, prin- 
cipally in the large centers of population where the auto- 
mobiles and the people who use them are concentrated. In 
Chicago, this increase has congested our courts to the point 
that there is now a five-year delay between the institution of 
an action and the day upon which the rights of the parties 
will be determined. 
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It is axiomatic in law and in fact that justice delayed is 
justice denied. The facts grow dim in the memories of wit- 
nesses; they die or disappear to the four corners of the earth, 
and an otherwise meritorious claim may be defeated by 
reason of inability adequately to present the facts justifying 
the claim. 

The great majority of the 50,000 cases clogging our courts 
are awaiting jury trials, and since a trial by jury is three to 
four times more time-consuming than a trial before a judicial 
officer, it would appear that the bottleneck is the jury 
mechanism. A five-year delay in justice is intolerable, and, 
consequently, it has become fashionable to criticize the 
mechanism apparently responsible for that delay. 

The advocates of change point to the complexity of modern 
controversies, to the unpredictability and caprice of the 
amateurs constituting juries, and the large verdicts they are 
prone to award. Continually, they emphasize that lay persons 
without prior experience or training cannot be expected to 
discharge effectively a judicial function. However, the jury 
system is old enough and deeply enough ingrained in our 
law to justify a close look at these assertions before they are 
accepted at face value. 

First, is the delay in attaining justice necessarily due to 
the employment of civil juries? As long ago as 1870, our 
legislators recognized that each population unit of 50,000 
would require one judge, one courtroom, and one mechanism 
for impanelling juries. Upon that basis, the 7,000,000 people 
of Cook County should be served by not less than 140 judges 
sitting in courts of general jurisdiction and each provided 
with the means of impanelling a jury. We actually have 56 
judges in Cook County, and of that number nine are em- 
ployed full time in the Appellate Court, so that only 47 judges 
are available to preside in an area where at least three times 
that number are needed. 

Quite apart from the merit or demerit of the jury system, 
we have brought about a situation that could be phrased thus: 
when the need for a mechanism of justice increased, we 
reduced the number of instruments available to dispense it. 
Upon that ground alone, I am sure you will come to agreement 
with me that the cause of delay, the cause of our courts’ con- 
gestion, is not in and of itself the jury system but the failure 
to provide enough juries. Significantly, the outcry regarding 
the jury system is buttressed only by examples drawn from 
the large centers of population, and nothing is heard from 
the smaller communities where the dispensing of justice is 
promptly done. 

It is urged, however, that juries composed of amateurs are 
inevitably ignorant, emotional and prejudiced and hence 
cannot be expected to make accurate decision upon a complex 
state of fact. It is even suggested, to my surprise and amuse- 
ment, that they are easy prey for the wiles and blandishments 
of the lawyers. I can state as an article of faith that neither 
of these charges is correct. Juries can, will and do decide cases 
of the most bewildering complexity with a high and con- 
sistent degree of accuracy. 

Lest you feel that this rests only upon my belief, I call your 
attention to the example of our casualty insurance companies 
that must predict the loss that will fall upon them by reason 
of liability imposed upon their assureds. As you know, the 
familiar automobile casualty policy undertakes to pay only 
the sum which the assured is found to be legally liable to 
pay as a result of the operation of his fowtine All com- 
panies issuing such policies are required to post a reserve 
immediately upon report of an accident and the injuries 
occasioned in it. That reserve is the company’s estimate in 
dollars of the amount it will cost to dispose of the claims 
arising in that accident. 
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The test of the accuracy of their reserve is, of course, the 
jury award. While many cases are settled, in each case the 
settlement attained represents a mutually arrived at estimate 
of how well the claimant would fare before a jury. Eventually, 
the claims upon which reserves are posted are disposed of, 
either by jury verdict or by settlement. If juries were actually 
capricious, we would expect a large degree of variance between 
the reserves originally posted and the amount of money 
actually paid out, “the experience”. In point of fact, the 
experience of a well managed insurance company generally 
falls within 5% of its reserves. To me, that means that the 
system upon which their reserves are based, the jury system, 
can be predicted with an accuracy of within 5%. 

Some of your number are familiar with the taking of 
inventory and will recall, as I do, that in any substantial 
inventory an error in the vicinity of 2% will appear, and 
that, gentlemen, in a system where you can actually count 
everything. So I suggest, and am personally persuaded, that 
the caprice popularly attributed to juries is somewhat less 
than real. 

I am glad to report that I am confirmed in this belief by 
the studies of the University of Chicago, Sociology Depart- 
ment, who have found from the most extensive studies on a 
nation-wide basis that the verdicts of juries in 2,400 cases 
agreed with the separately identified opinions of the presiding 
judges in nearly 90% of the cases tested. I strongly suspect 
that a great many of these 2,400 cases were difficult to decide, 
as the easy ones, those in which the facts point strongly one 
way or the other, are the ones most liable to settlement before 
trial. I do assure you that in the remaining 10% of cases it is 
very likely that the decision was so close that the scales might 
well tip either way. 

It is a fallacy, carefully nurtured by lawyers who must 
charge for their services, that every time they are on the 
right side of the verdict, the result is due wholly to their 
eloquence. You will note I have avoided using the term 
“winning” that is commonly employed by advocates. With 
devastating frequency, the facts control the jury's verdict, 
and the lawyer does not make the facts. His job is only to 
bring out those facts in intelligible terms. 

With some pride, I can supply an example from my own 
practice, an occasion when the lawyer was worthy of his hire. 
One of our clients saw fit to build a factory in Brazil and 
placed in charge a Brasiliano whose knowledge of machine 
maintenance was something less than complete. A day came 
when the home office in Chicago received this cable: 

“Is hydrochloric acid proper element to clean tubes on 

boiler model X309?” 

The technical department replied to the inquiry by sending 
the following cable: 

“Uncertainties of reactive processes make use hydrochloric 

acid undesirable where alkalinity involved.” 

Quite naturally, the local manager was reassured and 
responded, expressing his gratitude as follows: 

“Re cable. Will proceed as recommended. Glad to know 

hydrochloric acid right stuff.” 

This occasioned further concern, and so a second cable was 
transmitted of these terms: 

“Re cable. Decision involved uncertainties. Hydrochloric 

acid will produce submuriate invalidating reactioas.” 

Again the Brazilian was grateful and expressed his thanks 
as follows: 

“Appreciate advice. Will proceed accordingly as soon as 

we obtain adequate supply of acid.” 

At this point, the client, envisioning the imminent collapse 
of a boiler, consulted us, and on that day we earned our fee 
by composing and transmitting this cable: 
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‘Urgent. Hydrochloric acid will eat the hell out of your 
tubes.” 

You will observe in this example that we did not make 
the facts. 

At the risk of immediate expulsion from the lawyers’ union, 
[ will confess that lawyers do not “win” cases; they can only 
“lose” them. Since the advocate does not create the facts, 
he cannot make his client’s cause better than it actually is, 
but it is quite easy, through ineptness or a mistake in judg- 
ment, to fail in bringing home those facts or to permit their 
distortion. When this occurs, the jury's verdict will not 
reflect the basic merits of the cause, and the erring lawyer 
has “lost”. 

This, however, is an indictment of lawyers, not of the jury 
system. I do assure you that quite as many cases are “lost” in 
this same fashion when presented before judges, masters or 
commissioners. The tricks and artifices supposedly the stock 
in trade of the trial lawyer have been employed to the point 
of surfeit in radio, on television, and in the movies. A very 
easy way for a lawyer to lose a case would be to assume that 
the jury audience is so unsophisticated as to be taken in by 
what my daughter rightly calls “corn”. 

Some of you may be disposed to accept the premise that 
juries can adequately decide matters of guilt or innocence 
but cling to the belief that a jury, having once found a 
defendant liable, will abandon all reason in awarding damages. 
Ir has been suggested by writers in popular magazines, notably 
Saturday Evening Post and Harper's Monthly, that juries 
are prone to grant excessive awards in injury cases presented 
before them. 

It is certainly true that awards today are vastly larger than 
the awards of 25 years ago, but we can take note at the very 
outset that the dollar of today does not have the same buying 
power as the dollar of 25 years ago. Medical expenses today 
are vastly larger than expenses of 25 years ago. A fractured 
arm in the early days of my father’s practice could be set and 
splinted for $10. Today, a fractured arm will entail expense 
of hospitalization, x-ray, perhaps an orthopedic specialist, 
use of an operating room, and follow-up care by an attending 
physician. 

The charges today will certainly be in the vicinity of several 
hundred dollars, but it is important to remember that this 
additional expense is justified to make sure that the injured 
individual does not suffer the consequences of infection, 
misalignment and permanent disability that were all too 
distressingly frequent in an earlier day. Wages and the dollar 
value of property have similarly risen, and these elements all 
go to increase the size of awards. Just as the value of a house 
expressed in dollars has not remained static, so the dollar 
value of injury has changed. 

To me, the question is not whether verdicts are larger, but 
do they remain predictable? In my own experience, I kept 
track for several years of the cases in which I admitted 
liability, thereby informing the jury that my client was 
responsible for the plaintiff's injury and expected a verdict 
to be returned against him. There were eleven of such cases, 
and in ten of them, the verdict was at or under the amount 
that had been offered in settlement. This has demonstrated 
to my satisfaction two things: first, that the jury's dollar 
estimate of damages was consistent and predictable, and 
second, that their emotional response to injury does not 
distort their sense of justice. 

Perhaps there are some among you who have read of 
verdicts of $100,000 or more being returned in our courts, 
and your blood has run cold at the thought that such a verdict 
might be returned as an aftermath of an accident in which 
you were involved. These verdicts for very large sums of 
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money are awarded in cases where the injury sustained is 
horrifying to contemplate. It is quite true, there have been 
and will continue to be in individual cases verdicts exceeding 
$100,000 or $200,000 but what has not been reported when 
much is made of those verdicts is the pathetic state to which 
the injured man has been reduced. 

Picture a case where a young male individual is involved, 
of rather limited education and mental attainments. He not 
only has been deprived of the physical means of earning his 
livelihood by reason of a double or even triple amputation, 
but through limitations in his education and mental equip- 
ment he is unable to find a substitute. Can you find it in 
you to say that $200,000 will more than sustain him for the 
remainder of his helpless life? 

Again, the University of Chicago has made a study of the 
awards that have been given by jurors and has sought from 
the presiding judge his separate and advance estimate of the 
award that he would make in the same case. Where the 
defendant was an individual, the jury’s award and the 
judicial award would coincide. Where the defendant was a 
responsible corporation, the jury award ran 10% to 15% 
higher than the judicial estimate. If the defendant was a 
railroad or other common carrier, the disparity increased to 
about 25%. It is thus the case that juries are disposed to be 
10% to 25% more generous to a plaintiff where the defendant 
is one of means than where the defendant stands on equal 
footing with the plaintiff. 

It would be unwise, however, to draw an unqualified 
conclusion from this. We do not know from this statistical 
study how much less than the actual estimate of worth the 
award against the individual defendant represented. It is 
certain that a jury would be inclined to reduce its estimate 
of damage by taking into consideration the punishing effect 
its payment might have upon a defendant. I believe that the 
only fair conclusion to be drawn is that we can expect a 10% 
to 25% variation in the amount of awards where pain and 
suffering are included, and that any jury will take into 
consideration not only recompensing an injured plaintiff 
but will give some thought to the effect that payment of 
the award will have upon the defendant. I cannot find it in 
me to conclude that this is unjust. 

You should take comfort also from the fact that Judge 
Schaefer and his colleagues of the Supreme and Appellate 
Courts share with the trial judge a duty to review jury 
awards where complaint is made that the damages are exces- 
sive. They have the right to reverse and remand for a new 
trial if the award in dollars is so excessive as to indicate that 
it is the result of passion and prejudice rather than a mature 
consideration of the merits. It is rare, rare indeed, to find 
an appellate court or the trial court exercising this right, from 
which it may be argued that it is rare indeed to find a jury 
verdict so large when compared to the injury as to demonstrate 
it is the result of prejudice. 

Perhaps the most significant argument advanced by the 
apostles of change may be epitomized by the statement, “the 
dispensing of justice should be done by experts”. That covers 
the assertion that determination of fault should be by a 
judicially trained individual, a judge, an arbitrator or a 
referee; the determination of injury should be by so-called 
impartial experts chosen by the court; the determination of 
damages again should be by an economist, an accountant 
and/or a sociologist; juries, if retained, should be panels of 
such experts. In each example of this type, the contrast is 
the expert, upon the one hand, and those uninformed, ig- 
norant people, drawn from all walks of life and assembled by 
accident into a judicial body. 

In my view, that argument, in whatever guise, depends 
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JOHN C. McKENZIE 


upon a delusion; the persons advancing such an argument 
share the common delusion that a jury is called upon to 
“decide the case”, and this, under our system, is not so. The 
jury in every case is carefully limited to the function of 
deciding only between conflicting testimony. If there is no 
conflict in testimony, the matter is one for the application of 
the law to the uncontroverted facts, and in such event our 
law requires that the presiding judge make the application 
of the law and consequently decide the case. 

No jury decides what the law is, what facts must exist to 
justify recovery or what facts are relevant. They are carefully 
limited, by our system of law, by our mechanism of pleading, 
and by the control of the presiding judge over the admission 
of evidence, to a choice between conflicting testimony. 

Who are these experts to say that their skill has brought 
them to a point where they are better qualified to choose 
between conflicting testimony? At least in my own case, 20 
years of practice has not made me as skillful at detecting 
imaccuracy as my secretary when I seek to put her off by an 
excuse; who is more accurate in seeking out discrepancy 
and contradiction than a mother listening to the protestations 
of her teen-aged daughter or son? Would any of us argue 
that the businessman confronted with daily need to evaluate, 
criticize and analyze is less well equipped to make this choice 
between conflicting testimony than an economist or a 
sociologist? It is this fund of experience, day to day experience, 
in weighing and evaluating that the jury brings to a de- 
termination of the truth. 

Once they have determined the truth, their primary func- 
tion is at an end, because from that point onward they are 
bound by instruction to apply the law as given them by the 
court to the truth as they found it. 

In the field of accident or negligence litigation, the jury 
has a secondary function that attaches to the determination 
of fault. In this, and indeed in every country, man, in the 
conduct of his affairs, is bound to exercise some care to avoid 
injury to others. He is not required in any society to be better 
than his neighbors, nor is he permitted to be worse than his 
neighbors. As it is phrased in our law, he is bound to exercise 
ordinary care—that degree of care that a reasonably prudent 
man would exercise under the same or similar circumstances 
—ordinary care. Is there any one of you or any expert that 
your fancy can conceive more expert at determining what 
an ordinary man would do than an ordinary man? Is anyone 
better qualified to state what constitutes reasonable care under 
a given set of circumstances than a group of reasonable men 
and women? 

The law can and does state that you must exercise reason- 
able care. Because it cannot know the curcumstances attending 
your conduct, it cannot say what acts would constitute a want 
of care under those circumstances. Should we not then retain 
a system whereby each man’s conduct is measured and tested 
by twelve ordinary but nevertheless reasonable men and 
women who, having the facts before them, can place them- 
selves in his position and decide accordingly whether his 
conduct meets the standard of reasonable care? The jury 
system does this, and my vote is for the jury system. 

Sometimes this plea for justice by experts is supported by 
the claim that it would be cheaper to do so. To me, there is 
something distasteful in the thought that we can’t afford 
justice. I would rather think that we can’t afford to do without 
it. Happily, we do not need to turn to philosophy to refute 
the claim that justice by jury is expensive. Here in Illinois 
we can directly compare the expense of the jury system with 
the expense of a commission or expert system. 

The Illinois Workmen’s Compensation Act provides for 
hearings by arbitrators, for the appointment of impartial ex- 
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perts to fix the nature and extent of injury and a schedule 
of specific awards for various injuries. The Federal Employers’ 
Liability Act, on the other hand, covering railroad and other 
employees engaged in interstate commerce, provides for none 
of these, leaving to juries the task of fixing both the liability 
and the amount of damages. 

In a study undertaken by the University of Illinois, it was 
found that under Compensation, the expert system, the injured 
man had to pay 20¢ in costs for each dollar he received, the 
employer had to pay 33¢ in costs for each dollar he paid to an 
injured man, and the taxpayer, you and I, had to pay 414¢ 
for each dollar paid to a claimant. Under FELA, the jury 
system, the injured man paid 9¢, the employer 15¢, and the 
taxpayer 14¢. I submit from this that justice by experts is 
not only expensive but, worse, it is not justice. 

Implicit in every system of experts is an attempt to reach 
an objective standard of the value of an injury. This has been 
attempted under the Workmen’s Compensation Act. By its 
provisions, if I were employed as a lawyer and lost my index 
finger while working, I would receive $1,480, Contrast my 
case with that of a watchmaker, who depends wholly upon 
the skill of his hands for his livelihood. He, too, for the 
ioss of an index finger, would receive $1,480. Whatever this 
is, it is not justice. 

Injury is not an objective thing. It is a subjective and unique 
experience to each sustaining a hurt. Justly, it must be con- 
sidered separately and singly with all the factors contributing 
to its impact upon the person injured. Again the jury system 
does this, and again my vote is for the jury system. 

Let me speak now of some of the frustrations that appear 
to you and your friends that have sat as jurors, one being the 
interminable delays that occur, first while you wait as a 
member of a panel available for jury duty and then during 
the actual progress of the trial. Make no mistake, your mere 
physical presence is the most powerful lever to induce settle- 
ment of litigation that exists. The gentlemen here that honor 
us with their presence today could tell you better than I that 
the pretrial conference, wherein settlement prospects should 
be explored, fails in a high percentage of cases because the 
judge presiding lacks this lever—because he cannot say to the 
litigants, “the hour of truth has arrived”. Until that hour does 
arrive in the guise of a jury ready to hear the evidence, all 
lawyers are like Mr. Micawber, waiting for something to 
turn up. 

Should you have been upon a jury that decided a case, I 
am sure you were alarmed by the apparent irrelevance of other 
jurors’ comments and from those comments you might well 
have been led to believe that the system was the most hazard- 
ous that could be devised. Actually, there is no occasion 
for alarm in this, for you were there, were you not, and the 
verdict had to be unanimous, did it not? Each juror is a check 
upon the prejudice, emotion and mistake of others, and while 
it is not a magic number, it is downright impossible to get 
twelve all biased in the same way. If there were not safety 
in numbers, why do you suppose that our Supreme Court 
would have seven members? Even there dissenting opinions 
are not unknown. 

Jurors generally, when interrogated about the why of their 
attainment of a particular result, may give the weirdest 
reasons. They will say they just didn’t like the man; when 
pressed for a reason ‘why they didn’t like him, they didn’t 
like the way he combed his hair, they didn’t like the way he 
dressed, or they didn’t like the way he acted. They will describe 
anything and everything but the actual controverted issues 
and the preponderance of testimony. 

If, however, you recollect that the jury's first and primary 
function is to choose between conflicting testimony, these 
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bizarre observations begin to have some validity. The indicia 
of candor or of truth are not large, and manner includes many 
of them. A shifty, evasive manner, an arrogant cocksure man- 
ner, or even a habit of dress are not and should not be con- 
‘rolling but are nevertheless to be weighed in determining 
where the truth lies. 

It is also well to recall that each of us is endowed with a 
sense of justice. Each of us necessarily forms an individual 
estimate of what concessions must be made to another so 
that we may all live in an organized society. We are not often 
called upon to express that sense of justice in words, and 
when a juror is suddenly called upon to select and describe 
those things that incline his sense of justice toward one result 
or the other, he is asked for a statement upon a matter in 
which he has much experience but very limited occasion to 
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express it. It is little wonder that his first response is, “Well, 
I don’t know, but I think that’s what's right,” and if pressed 
further may come up with some trivia that may justify criti- 
cism of his vocabulary or facility of expression but do not 
necessarily justify criticism of his conclusions as a juror. 

It is my earnest hope that in return for the courtesy you 
have displayed to me that each of you is fortunate enodigh to 
go through life without ever having your rights so called 
into question as to require their submission to a court, but 
if that unhappy day should come, it is at once my conviction 
and my pride that the system that I live by and under makes 
it possible for you to present your case to a jury with cer- 
tainty that the result will be just—a word of caution, it may 
not be what you expect, but given adequate presentation it 
is certain to be just. 


Are We “Illegitimate” or “Unorthodox?” 


THE DISCOUNT HOUSE TALKS BACK 
By STEPHEN MASTERS, President of Masters, Inc., New York, N. Y. 


Delivered before the American Marketing Association, New York City, May 16, 1957 


HAIRMAN, directors, ladies and gentlemen. I want 
to thank you for inviting me here today. 
BEWITCHED AND BEWILDERED, the department 

stores held a convention recently at the luxurious Greenbrier 
Hotel. The whipping horse of the convention, naturally, was 
the discount house. In denouncing the discount house method 
of retail selling, the high-priced department store executives 
called the discount house “illegitimate” or “unorthodox,” 
depending upon the temper or the moderation of the par- 
ticular speaker. 

On this charge of “illegitimacy”, I think the facts will 
speak for themselves. 

Masters started twenty years ago in a small upstairs room. 
Now there is certainly nothing illegitimate in a humble 
beginning. Some of those respected and plush department 
stores represented at Greenbrier started just as humbly. They 
had their beginnings as peddlers and small storekeepers. 
Masters now comprises a chain of nine stores which will be 
yperating at a rate of approximately $45,000,000 in annual 
sales by the end of 1957. Certainly there is nothing illegiti- 
mate in the confidence the consumer public has given Masters 
to make those sales figures possible. 

Our purchasing power, our credit and reputation for 
prompt payment speak for themselves. 

Legitimate? I defy the department stores to match Masters 
for integrity, fair dealing, consumer public relations, dis- 
tributor and manufacturer dealings. 

On this charge of “unorthodoxy”—the big department 
stores may have a point. If it is unorthodox to say openly 
and without hesitation to the public that we sell goods at 
1 big discount from list price, then we are unorthodox! 

If it is unorthodox not to charge our customers for home 
delivery of items they carry themselves, then we are unortho- 
dox! 

If ic is unorthodox to buy in carload lots instead of hand- 
to-mouth and thus give our customers lower prices, then 
we are unorthodox! 

If ic is unorthodox to put our complete faith in top 
quality, pre-sold national brands instead of private labels 
and factory seconds, then we are unorthodox! 

If it is unorthodox to refuse to switch the consumer from 


a nationally advertised brand to some so-called “just as good” 
second brand, then we are unorthodox! 

The Federal Trade Commission has a corps of policemen 
presently investigating a conspiracy between certain fur 
manufacturers and a number of large stores who have con- 
tinuously defrauded the public with fake fur sales. Those big 
stores, for example, advertise rabbit as “Mendoza Beaver” 
or “Arctic Seal”. The Wall Street Journal, April 19, 1957, 
in reporting the FTC crackdown on fake fur newspaper ad- 
vertising, quoted Harvey F. Hannah, the F.T.C.’s chief fur 
sleuth: “Rabbit down through the years has been given more 
glamorous titles than a Mexican general”. These stores have 
no less than 96 trade names for rabbit, according to Mr. 
Hannah. Coats made of Chinese dog fur are called “Man- 
churian Wolf”. Take muskrat. The department store adver- 
tising manager doesn’t like the word muskrat so a coat of 
muskrat is advertised to the public as “Hudson Seal” or 
“Water MINK”. This has been the orthodox practice for 
years in many so-called “legitimate” department stores. 

For years the orthodox method of marketing at the retail 
level in department stores has been to copy down some well 
known original creation or nationally advertised branded 
item, so that it could be made cheaper to sell cheaper. It 
may be a piece of luggage or a gas range. Bearing a private 
label, this cheap copy is then pushed on customers by trained 
personnel who are traimed to say “it is just as good”. 

For years these so-called legitimate department stores have 
advertised national brands as “bait” to draw traffic to their 
private and captive brands, or to sell factory seconds or ir- 
regulars. Department stores have a huge appetite for seconds 
and irregular merchandise. Some manufacturers, to satisfy 
this demand, turn out nothing but imperfect merchandise— 
which should not be too difficult. 

And for many years it has been standard procedure in 
department stores to turn down any item—no matter how 
good—unless the manufacturer was prepared to come across 
with a specified amount of “cooperative” advertising money. 

I am not here to expand on the “orthodox” methods of 
retailing used by department stores. 1 need only remind you, 
as marketing experts, that such orthodox practices in retail 
merchandising have eroded public confidence in these stores 
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STEPHEN MASTERS 


and cast public suspicion on all advertising. 

These and other department store practices have also 
undermined the confidence of thousands of manufacturers in 
the department store as a profitable channel for the distribu- 
tion of their products. 

You have seen clusters of efficient little specialty shops grow 
up all around the department store. You have witnessed the 
growth of chain stores, super drug stores, of house-to-house 
selling, of club plans; you have seen the growth of non-food 
items in supermarkets, the growth of self-service variety 
chains, the growth of gne-stop shopping centers and farmers’ 
markets and the growth of the discount house and now the 
discount department store. 

All these types of retail operations have been branded as 
“unorthodox” by department store operators, who forgot that 
in A. T. Stewart's day his department store—the first—was 
called both “unorthodox” and “illegitimate” by all competitors. 

On February 17, 1957, The New York Times carried a 
two-column story by Carl Spielvogel with the headline “Old 
Stores Die, If They Stay Old.” It listed eight big-name stores 
that failed to keep up with the progressive pattern of modern 
retailing and no longer exist. For example, Frederick Loeser, 
James McCreery, John Wanamaker, Hearn’s, Lewis & Conger, 
Oppenheim Collins of Brooklyn, Namm-Loeser. These and 
others are no longer with us. 

Pondering the reluctance of department stores to accept 
new changes, one department store operator wrote a piece 
of verse for his fellow retailers. Mr. Sam Hillman, of Wolf 
& Dessauer in Fort Wayne, at a recent department store con- 
ference in Philadelphia, read this piece and I quote: 


ELEGY TO AN OPEN MIND 
By Sam S. Hillman 


Where are the profits of yesterday? 

Gouged by the discount house, you say? 
The specialty store has taken a share 

By giving some service we wouldn’t dare. 
We figure our gain in percentages, yet 
Dollars were proven to be our best bet. 

We turn up our noses at trade-ins, while 
Competitors’ cash grows into a pile. 

These alien trends and methods new 

Were never used while our business grew. 

If new ways are wrong and our old ones right 
Why is it our customers don’t see the light? 
Perhaps if we study the facts we'll find 

That our greatest loss was an open mind. 


The growth of Masters is explained by two things: 1) An 
open mind; 2) A simple merchandising formula. 

1) With an open mind we watched the spectacular growth 
of national brand advertising, the phenomenal growth of 
mass-produced consumer goods, the explosion in population, 
the migration to suburbia, building of a million homes a year, 
the growth of outdoor cooking, the do-it-yourself movement, 
the growing demand for labor-saving devices in the home, the 
popularity of outdoor sports and tourism. 

We concluded that enough people were presold on national 
brands to know what they wanted, that they would come in 
to get what they wanted, to bwy, not to be sold, and if they 
could save money they would buy for cash, and carry it off 
themselves. And what is more, the consumer would repay 
the discount merchant with confidence and repeat sales. 

2) By dispensing with ordinary salespeople, fancy credit 
operations, elaborate packaging, costly display and advertising, 
superfluous vice presidents and other types of non-productive 
brass hats, by buying in large quantities, by selling only top- 
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quality, guaranteed, honest, nationally known and advertised 
brands, MASTERS can operate on slightly more than 11 
per cent cost, instead of the orthodox 33 or more per cent 
necessary for the department store. 
That is not to say that you can’t get credit at Masters, or 
that you can’t get delivery. You can get both and many do. 
They pay extra for it. But the chap who pays cash and who 
carries the item home in the factory-sealed carton, gets it 
cheaper and he is entitled to get it cheaper. He is not penalized 
for the cost of extending credit and delivery to some other 
fellow. He is not paying for hand-to-mouth buying, for 
markdowns on private brands, for expensive offices for vice 
presidents or trips to lush conventions at the Greenbrier in 
the price he pays for the merchandise. 
The secret of Masters’ success is in the low operating cost! 
The secret of Masters’ success is also in high unit volume 
—fast turn-over! 
The NRDGA accepts as successful for the department 
store a figure of $85. per square foot of selling space. We at 
48th Street, do over $1000 a square foot! 
The secret of Masters’ success is in the selection of top 
quality, national brands and first class merchandise! 
I have been asked in the past for my definition of a dis- 
count department store. This is my definition: It is “a 
streamlined, low cost, fast turnover, high-unit-volume-with- 
low-margin operation in pre-sold, nationally advertised, first 
quality, guaranteed brands.” 
Masters has extended the dynamics of an idea from an 
upstairs loft in a low rent area with telephones and catalogs, 
to a large chain operation of nine stores. The discount house 
used to be the poor man’s way to shop. Now it’s everybody's 
way! Masters broke with the tradition of the old-fashioned 
discount house in eight ways: 
1. Masters carries all kinds of hard goods and soft goods, 
all types of home furnishings, furniture, garden and 
barbecue equipment, and drugs. 
2. We maintain a large sales force of people who know 
how to direct the customer and close the sale. Our 
stores have over 500 such sales people. At least ninety 
per cent of our personnel are in direct selling as against 
less than 50% in a department store! 
3. Our stores are in the heart of the high traffic, high rent 
areas. 
4. Masters advertises extensively in newspapers, radio, TV 
and with direct mail. 
5. Masters does provide a time-payment plan. 
6. Masters does offer a quick home delivery service 
7. Masters provides a fully equipped repair department on 
its premises, and to my knowledge, no other store 
matches this service. 
8. Masters, in addition, offers a 30-day money-back guar- 
antee on any commodity sold. 
Ten billion dollars spent nationally for advertising last 
year sent a Niagara of pre-sold consumer goods into American 
homes. Some of it went through department stores but most 
of it went through the check-out gates of self-service variety 
and drug stores, supermarkets, over the counters of discount 
houses, through mail order and house-to-house installment 
channels—outlets whose operators are geared to handling 
tonnage velocity by streamlined methods of operation. 
Let me tell you what trying to be orthodox and traditional 
in a dynamic, ever-changing market can do to you. Our 
country’s gross national product reached $427 billion last 
year—a gain of 100 per cent since 1946. The experts say in 
five more years it will be a half a trillion dollars in terms 
of 1954 prices. 
Our population has exploded to 170 million—growing at 
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the rate of two and a half million a year—it will reach 200 
million in ten years. 

Plant and equipment expenditures have gone up 362 per 
cent in 15 years. 

National income is up 295 per cent, national advertising 
534, trade paper advertising 568 per cent! 

In the next 20 years forty million couples will marry and 
set up homes according to Brides Magazine. The appetite for 
consumer goods is enormous. The industrial capacity to pro- 
duce it is enormous. 

You can see that increasing numbers of people could not 
enjoy higher standards of living if American industry did 
not increase production at a greater rate than population 
growth. 

And how are you going to move these mass-produced 
goods so they don’t choke warehouses, glut freight yards, and 
strangle the economy to death? You are going to mass dis- 
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tribute them by unorthodox, streamlined, low-cost, high 
turnover, methods. 

The department store, except for a 2 per cent increase one 
year, has not shown an increase in unit volume in the last 
ten years! Can you imagine an economy like ours placing its 
destiny in the hands of a group of operators who insist that 
only they are legitimate and that everything must be done 
in their so-called orthodox way? 

The advance in our material standards of living, the 
changes in our design of living, in our methods of producing 
and distributing, have been greater in this century than in 
all previous centuries of western civilization. 

Someone said the other day that each 19 months in today’s 
civilization we develop as fast as we have from the dawn of 
history up to date. I believe that the future of the national 
retail economy lies with the Masters-type of operation. 

Thank you for listening to me. 


IMPORTANCE TO LOCAL COMMUNITY, STATE AND NATION 
By ALBERT B. CHANDLER, Governor of Kentucky 


Delivered at the Annual Banquet of the Association of State Planning and Development Agencies, Louisville, Kentucky, 
May 9, 1957 


embers of the association of state planning and de- 
velopment agencies, visitors from Canada and other 
countries, and fellow Kentuckians. . . 

It gives me great pleasure as Governor to welcome to Ken- 
tucky this very worthwhile national and international forum 
on economic development and planning. I trust your stay with 
us, under the auspices of George Hubley and his staff and with 
the hospitality of local business and civic organizations, will 
be an enjoyable and memorable experience. 

Ic is fitting Louisville be your host city. 1 hope many of you 
were able to attend derby festivities last week. Kentucky has 
other attractions and I hope this week some time can be 
taken from your serious deliberations to visit and see the 
literal revolution which is now taking place in the landscape 
of our commonwealth. 

| would like to add, that in extending this welcome to 
Kentucky, I have been assured that some development ex- 
perts from “furreign parts” are visiting us on friendly, non- 
combatant terms. I hope I have not been misguided and that 
we are not obliged to haul down the squirrel rifles because 
we may find some varmits in your midst making eyes and 
offers at our industries. 

[he importance of the responsibilities of state planning 
and development agencies and their substantial contribu- 
tions to our economic welfare are well known. Our own Ken- 
tucky department of Economic Development deserves much 
credit for the remarkable economic progress we have achieved. 

he efforts of this department, together with those of the 
Kentucky and local Chambers of Commerce, and the various 
railroad and utility companies, are largely responsible for 
the 74 new industrial plants coming to Kentucky since last 
year and the record-breaking 11,000 new jobs they will create. 

Che additional income and tax revenues deriving from new 
businesses have a tremendous impact on the entire social 
fabric of our state. This new wealth makes possible better 
schools, better medical and welfare facilities, and better high- 
ways, and contributes in other ways to the material, and cult- 
ural well-being of all citizens. 


Unlike some other departments of state government, whose 
duties relate primarily to regulation and maintenance, the 
funds appropriated to your agencies yield a return many, many 
times in excess of the money invested in their operation. 

The planning function of your departments also has far- 
reaching benefits. By this work, you are helping our states 
to develop and utilize their resources more wisely, and you 
are assisting local communities in planning for and accommo- 
dating economic growth, so that they may continue to be de- 
sirable places in which to live and work, even with a greater 
volume of industrial and business activity. 

Our Kentucky development agency is now providing 
planning and zoning services to some 25 municipalities 
representing about one-fourth of the state’s total urban 
population outside of Louisville. 

It is, therefore, as an expression of sincere appreciation 
of the work your agencies are doing that today—May 9th—is 
proclaimed officially as Economic Development Day through- 
out Kentucky. 

For a few minutes now, let's adjust our sights and take a 
look at the philosophy of state-level participation in an 
expanding economy. 

Just about everything a state administration does—from 
the building of highways to managing its natural resources 
and educating its children—has a bearing on the prosperity 
of the state. The courses that we follow affect individually 
our geographic region and in turn the economy of the nation. 

State government performs many services that stimulate 
directly economic growth. The development agencies repre- 
sented at this convention serve as clearinghouses of economic 
and resource information that help business make more 
intelligent decisions with regard to capital investments. 

Your activities point the way to latent industrial op- 
portunities and help local communities to understand better 
their economic problems and potentialities. It goes without 
saying, of course, that agriculture, conservation and other 
agencies of state governments collaborate closely with private 
enterprise to the end of bringing about greater utilization 
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of resources. 

Beyond more or less direct assistance of this type, how- 
ever, state governments in various ways shape the environ- 
ment or climate within which business activity is pursued, 
and which will cause it to thrive or wither. 

Honesty and efficiency in government, along with the 
willingness to cooperate with industry and investors in the 
solution of their problems, is a very valuable asset. Business 
is naturally concerned with the costs of government and 
expects to be treated with consistency and without dis- 
crimination. I make it a point to confer with representatives 
of new industry looking at Kentucky and to let them know 
of my personal interest in their proposals and to offer every 
assistance within my authority. Parenthetically, I would like 
to add that the attitude of local government toward industry 
is an extremely important factor. 

An equitable system of taxes also contributes to a favor- 
able business climate. Industry doesn’t want to be gouged. 
On the other hand, I believe that sound and reputable busi- 
ness firms, with confidence in their state and local governments, 
expect—and indeed want—to pay their fair share of taxes 
so that good governmental services may be provided. 

Economic activity is also encouraged or discouraged by 
the kind of laws a state enacts in the field of labor-manage- 
ment relations. These should be designed to protect the 
rights and add to the security. of both workers and manage- 
ment. 

A state function having a primary relationship to economic 
growth is education. Better education of our youth has a 
two-way effect—it results in more productive and responsible 
employees and a greater number of persons capable of as- 
suming leadership in business. 

Kentucky at long last is beginning to catch up with the 
nation’s rate of progress in public education. We are stopping 
the out-migration of our youth. State appropriations for 
common schools have been increased from $35 million to 
$55 million a year, and this year, for the first time in Ken- 
tucky’s history, we now have nine-month school terms and 
six-hour school days throughout the state. Teachers’ salaries 
have been raised and appropriations for our state university 
and colleges are reasonably adequate. 

We are also planning in Kentucky to improve our voca- 
tional schools and to increase the number of state-supported 
junior colleges. A site for one new junior college is being 
selected and several others are under consideration. The ex- 
tension of the junior and community college idea throughout 
a state can revolutionize educational opportunities. 

Highways and the kind of regulations adopted for their 
use constitute another state responsibility affecting economic 
development. Kentucky had been falling behind the times in 
road construction, but we are now ready to begin the greatest 
highway program in the history of the state and one of the 
most ambitious in any part of the nation. To my knowledge, 
Kentucky's road program will be the first of any state to be 
planned and constructed under the complete guidance of 
experts. There will be no political curves. We also have in- 
creased the load limit for trucks, thereby removing another 
barrier to economic expansion. 

Even credit assistance may become a part of state-level 
efforts to promote economic growth. A number of states 
already have established credit corporations or industrial 
authorities for the purpose of providing an additional source 
of second mortgage money to build manufacturing plants. 
Our legislative research commission is now studying the 
feasibility of setting up such an agency in Kentucky. Legis- 
lation will be enacted if found feasible. 
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At the national and international levels, nothing is of 
greater importance to our country’s future than the con- 
tinued effective utilization of our skills, our land and our 
capital toward a higher standard of living. With every 
economic advance comes new opportunities for a fuller and 
richer life. Upon our ability to sustain a high level of em- 
ployment and production depends to a large extent the out 
come of the conflict between democracy and communism. 

Our nation is today experiencing the greatest prosperity 
ever enjoyed by the people of any country in the history 
of the world. Our gross national product reached the amazing 
level of $412 billion dollars last year, and our employment is 
well over the 60-million mark, which a few years ago was 
considered to be a goal that no reasonable person would 
suggest. 

This is not to say, however, that we are completely satis- 
fied with our current economic picture. Along with millions 
of other Americans I am disturbed by the hard-credit problems 
of our farmers, of our small business men, of home builders, 
and of our failure to date to deal realistically with them 
Along with millions of other Americans I am disturbed about 
the unwillingness in Washington to take effective action 
towards economies in government and lower taxes. 

I am also concerned by the fact that the federal govern- 
ment shows no signs of establishing a program of much- 
needed assistance for the chronically depressed sections of our 
country—those areas, such as our Own eastern mountains, where 
too many of our people do not enjoy our great “American 
standard of living ” in the present and see little hope of attain- 
ing it in the immediate future. On the contrary, the hard- 
money policy favors investors and lenders as against taxpayers 
and consumers while increasing the cost of the federal debt. 

Yet, despite these grey areas, our economy as a whole gives 
off a rosy glow. And the conditions are present for even 
greater economic advances. An increasing population, atomic 
energy, automation and new technologies—these and other 
factors hold promise for steadily rising national and per 
capita incomes. Some experts predict that the standard of 
living of the average American family may double in the 
next twenty-five years. 

Whether this outlook becomes reality depends upon the 
avoidance of a global war and our ability to keep the system 
of free enterprise healthy and vigorous. 

A famous American once said, with great wisdom, that 
the power to tax is the power to destroy. It is equally true 
that the power to regulate is the power to destroy. 

Over-regulation by government and burdensome taxation 
can hamstring free enterprise and smother individual initia- 
tive—the vital forces that have made our country great. Govern- 
mental controls of business must be limited to preventing 
unfair competition, and to guaranteeing, with the coopera- 
tion cf business, the basic stability in our economy and 
minimum security for all our people. We cannot tolerate 
policies that destroy the desire for honest profit and dissipate 
the virtues of thrift and self-reliance. 

Government, business and labor, working as partners in a 
free society, must develop plans to ensure a constant and 
rising demand that will keep pace with production. We need 
not worry about our ability to produce. Our real challenge 
is to keep purchasing power at the level needed to sustain the 
markets for these goods. 

Full employment and a higher standard of living are the 
most effective protection against the spread of communism 
in this country and the other nations of the free world 
Marxist lures have no attraction for people who are gain 
fully employed and enjoy a full measure of economic and 
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political well being. Our efforts to aid the less privileged 
countries must be continued, but these must be based 
on a more business-like, and partnership arrangement. | think 
it already has been adequately demonstrated that the brand 
of “dollar diplomacy” we have been operating under re- 
cently frequently begets more resentment and hostility than 
it produces firm friends. 

The greater economic strength that we and our allies have 
the less likelihood of a war with Russia. The Soviet Union is 
convinced that our capitalistic system is inherently incapable 
of sustaining full employment and avoiding depressions. Also 
we are supposed to resort to imperialistic methods and aims 
which will alienate us from other nations. We must make 
sure such prophecies never materialize. 

Gentlemen, I believe with utmost conviction your efforts are 
most vital to the successful functioning of our political 
future and our economic well-being. 

If your association, and the principles upon which it is 
based, had been called earlier into activity and cast within 
the mold of democratic controls, our state and local govern- 
ments would be more viable today, without having to turn 
to Washington. 

You are directly selling the state by constructive efforts 
to foster industrial and agricultural developments and, in- 
directly, the state aids industry by carrying on more economi- 
cally essential governmental services. Your able surveys, as- 
sembling factual data, and your hard——realistic—emphasis of 
natural locational advantages, without give-away subsidies, 
represent a state expenditure of funds more in the nature of an 
investment. 

Concentration of good government at home will reduce 
reliance on what cannot be other than eventual federal inter- 
vention. It is axiomatic that the heritage of Jefferson and 
Jackson gives the state primary responsibility for their own 
economic development before federal assistance is proper. 
State programs aimed at lasting improvement, rather than 
temporary relief, will create new job and business oppor- 
tunities without merely transferring such opportunities from 
one state to another. 

You must not be too close to current political administra- 
tions unless they have records of outstanding leadership. 

Comprehensive planning coupled with fiscal stability and 
good, well-managed state government can assist in expanding. 
Transportation, labor, power, raw materials, markets, etc., 
will flow in response. 

Let us not fall into deadly rivalry over the estimated 
$33 billions American industry will spend for new plants 
and equipment. Rather, let us provide a structure of necessary 
services which will enable businesses and areas to help them- 
selves grow. 

Business wants no more than a mutual understanding be- 
tween itself and you as public administrators. The specific 
goals you establsh in your programs will impress more those 
seeking plant locations than bugle-blowing and tub-thump- 
ing. 

I wish your convention all success. The greatest economic 
and social development of areas for the best interests of all the 
people is the common goal. 

We cannot rely on the federal establishment—presently 
a house divided—and a current administration which puts 
its foreign program ahead of domestic issues and—most im- 
portant—cannot agree on the budget, on which every busi- 
ness, state and local matter depends too heavily. 

What is needed most in the nation is the thought ex- 
pressed in the motto of our commonwealth: “United we 
stand, divided we fall.” 





